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L PROCEDURAL HISTORY

This matter comes before the Public Service Commission of South Carolina
(the Commission or PSC) on the Application of Duke Energy Progress, LLC (DEP or
the Company) filed September 1, 2022 (the Application) requesting authority to adjust
and increase its electric rates, charges, and tariffs. The Application was filed pursuant
to S.C. Code Ann. sections 58-27-820, 58-27-860, and 58-27-870 and S.C. Code Ann.
Regs. 103-303 and 103-823.

On August 1, 2022, DEP submitted a letter as a Notice of Intent to File an
Application. On August 2, 2022, the Commission Clerk’s Office (Clerk’s Office) issued a
Notice of Proposed Schedule Dates Including Bill Insert to Customers. On that same date,
DEP filed a letter requesting that the proposed schedule dates be held in abeyance. The
Office of Regulatory Staff (ORS) filed a letter on August 3, 2022, concurring with DEP’s
request to hold the proposed schedule dates in abeyance. DEP then filed a letter on August
10, 2022, setting forth an agreement as to a proposed procedural schedule to which ORS
filed a letter the same day indicating that there was no objection to this proposed schedule.
On August 25, 2022, the South Carolina Department of Consumer Affairs (DCA) filed a
Petition to Intervene in this docket, which was granted on September 15, 2022, by Order
No. 2022-95-H. By letter dated August 25, 2022, DEP submitted the procedural schedule
reached in the agreement between DEP, ORS, and DCA.

Consistent with the procedural schedule agreement, DEP filed an Application for

Increase in Electric Rates, Adjustments in Electric Rate Schedules and Tariffs, and
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Request for an Accounting Order on September 1, 2022. The Application included
Exhibits A-D.

Contemporaneous with its Application, DEP filed the Direct Testimony of
Michael P. Callahan, State President for DEP and Duke Energy Carolinas, LLC (DEC);
Larry E. Hatcher, Senior Vice President of Customer Experience and Services for Duke
Energy Corporation (Duke Energy); Jessica L. Bednarcik, Senior Vice President,
Environmental, Health and Safety (EHS) and Coal Combustion Products (CCP) with
Duke Energy Business Services, LLC (DEBS); Jonathan Byrd, Managing Director, Rate
Design and Regulatory Solutions for DEBS; Rachel R. Elliott, Rates and Regulatory
Strategy Manager with DEC, testifying on behalf of DEP; Steven M. Fetter, President,
Regulation UnFettered; Retha Hunsicker, Vice President, Customer Experience Design
and Solutions with DEBS; Brent C. Guyton, Director of Asset Management in Customer
Delivery for DEC; Janice Hager, President of Janice Hager Consulting, LLC (Janice
Hager); Daniel J. Maley, Director of Transmission Compliance Coordination with DEBS;
Roger A. Morin, Emeritus Professor of Finance at the Robinson College of Business
Georgia State University, Professor of Finance for Regulated Industry at the Center for
the Study of Regulated Industry at Georgia State University, and principal with Utility
Research International; Karl W. Newlin, Senior Vice President, Corporate Development
and Treasurer with DEBS; Tom Ray, Senior Vice President of Nuclear Operations for
Duke Energy; Teresa Reed, Director of Rates and Regulatory Planning with DEBS; Sean
P. Riley, partner and CPA with PricewaterhouseCoopers, LLP (PwC); Mark D. Rokoff,
Business Development Manager with Burns and McDonnell Consultants, Inc. (Burns);

John Spanos, President, Gannett Fleming Valuation and Rate Consultants, LLC (Gannett
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Fleming); Nicholas G. Speros, Director of Accounting with DEBS; Jacob J. Stewart,
Director, Health & Wellness with DEBS; Julie K. Turner, Vice President, Carolinas Coal
Generation for Duke Energy; and Marcia E. Williams, Principal at Gnarus Advisors,
LLC. Exhibits were included with the direct testimony of witnesses Guyton, Hager,
Maley, Morin, Reed, Riley, Rokoff, Spanos, Speros, Stewart, and Williams. Hearing
Exhibits No. 12-15, and 17-23. DEP filed Supplemental Direct Testimony and Exhibits
for Witness Elliott on September 23, 2022 (Hearing Exhibit No. 10, pp. 245-398), and
Second Supplemental Direct Testimony for Witness Elliott on November 21, 2022. The
Company filed an Errata to the Direct Testimony and Exhibits of Witness Teresa Reed on
September 23, 2022. Hearing Exhibit No. 17, pp. 1-2.

On September 6, 2022, the Commission issued Hearing Officer Directive Order
No. 2022-91-H, which instructed the Company to provide the monthly impact of DEP’s
new proposed rates in dollars and percentages on average customers for years one and two
separately for the residential, commercial, and industrial classes, as well as a note stating
the usage per customer classification used to calculate the average monthly bill. The
Company filed the requested information on September 8, 2022. On September 15, 2022,
the Clerk’s Office issued the Notice of Filing and Public Hearings and instructed the
Company to publish it in newspapers of general circulation in the areas affected by the
Company’s Application one time by October 14, 2022 and provide Proof of Publication to
the Commission on or before November 4, 2022. In addition, the Company was to
furnish the Notice of Filing to customers by U.S. Mail via bill inserts or by electronic
mail by November 10, 2022, and to provide proof of furnishing the Notice of Filing to the

Clerk’s Office by November 23, 2022. DEP complied with the instructions and submitted
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Affidavits of Publication verifying the Notice was published in the News & Press, The
News, The Sumter Item, The Dillion Herald, The Link, The State, the Hartsville
Messenger, Star Enterprise, Morning News and The Herald-Advocate. In addition, DEP
provided the affidavit of Ravenna Martinez on November 18, 2022, verifying that Notice
of Filing and Public Hearings and Notice of Public Night Hearings had been furnished by
U.S. mail to all applicable customers of Duke Energy Progress, LLC who receive their
monthly bills via mail. The Notice of Filing and Public Hearings was furnished between
the dates of October 2, 2022 to October 28, 2022 and the Notice of Public Night Hearings
was furnished on November 4, 2022.

By letter dated September 21, 2022, AARP South Carolina (AARP) requested that
the Commission hold three public in-person hearings in Florence, Bishopville, and
Sumter, South Carolina. ORS filed a letter in support of this request on September 23,
2022. The Commission granted AARP’s request via Directive Order No. 2022-657 which
was issued on September 29, 2022.

On September 21, 2022, the Department of Defense and Federal Executive
Agencies (DoD/FEA) filed a Petition to Intervene in this docket, which was granted on
October 12, 2022, by Order No. 2022-106-H. On September 23, 2022, the South Carolina
Small Business Chamber of Commerce filed a Petition to Intervene, which was also
granted on October 12, 2022, by Order No. 2022-107-H.

On September 23, 2022, the Company filed Errata to the Application and to the
Direct Testimony and Exhibits of Teresa Reed. Hearing Exhibit No. 17, pp. 1-244. The
Company also filed Supplemental Direct Testimony and Exhibits of Rachel R. Elliott.

Hearing Exhibit No. 17, pp. 245-476.
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Petitions to Intervene were filed by Nucor Steel — South Carolina (Nucor) on
October 4, 2022, by the South Carolina Coastal Conservation League (SCCCL), Southern
Alliance for Clean Energy (SACE) and Vote Solar (Vote Solar) on October 7, 2022, and
by the Sierra Club (Sierra Club) on October 27, 2022. On November 4, 2022, Walmart,
Inc. (Walmart) filed a Petition to Intervene. On November 14, 2022, Nucor’s Petition to
Intervene was granted via Order No. 2022-119-H, SCCCL/SACE/Vote Solar’s Petition
was granted via Order No. 2022-120-H(A), and Sierra Club’s Petition was granted via
Order No. 2022-121-H. South Carolina Energy Users Committee (SCEUC) filed a
Petition to Intervene with the Commission on November 14, 2022, which was granted via
Order No. 2022-124-H. Finally, Walmart had its Petition to Intervene granted via Order
No. 2022-126-H on December 1, 2022. No Party objected to the Petition to Intervene of
any other Party.

The Clerk’s Office issued Notice of Public Night Hearings on October 14, 2022,
setting a public hearing in Bishopville, South Carolina on December 8, 2022, in Sumter,
South Carolina on December 12, 2022, and in Florence, South Carolina on December 13,
2022.

The Company was represented in this proceeding by Camal O. Robinson, Esquire;
Melissa Oellerich Butler, Esquire; Samuel J. Wellborn, Esquire; Frank R. Ellerbe, III,
Esquire; Vordman Carlisle Traywick, III, Esquire; J. Ashley Cooper, Esquire; Thomas S.
Mullikin, Esquire; Kiran H. Mehta, Esquire; and Brandon F. Marzo, Esquire. DCA was
represented by Carri Grube Lybarker, Esquire, and Roger P. Hall, Esquire. The
DoD/FEA was represented by Major Holly L. Buchanan, Esquire; Captain Marcus Duffy,

Esquire; Emily W. Medlyn, Esquire; and Thomas A. Jernigan, Esquire. The South
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Carolina Small Business Chamber of Commerce (SCSBCC) was represented by Charles
L.A. Terreni, Esquire. Nucor Steel-South Carolina (Nucor Steel), was represented by
Robert R. Smith, II, Esquire, and Michael K. Lavanga, Esquire. SACE, CCL, and Vote
Solar, were represented by Kate Mixson, Esquire, and Emma C. Clancy, Esquire. The
Sierra Club, was represented by Dorothy E. Jaffe, Esquire, and Justin T. Somelofske,
Esquire. Walmart Inc. (Walmart), was represented by Stephanie U. Eaton, Esquire, and
Carrie H. Grundmann, Esquire. The South Carolina Energy Users Committee (SCEUC),
was represented by Scott Elliott, Esquire. The ORS is a party of record pursuant to
Section 58-4-10(B) of the South Carolina Code of Laws and was represented by Benjamin
P. Mustian, Esquire; Alexander W. Knowles, Esquire; Nicole M. Given, Esquire; Donna
L. Rhaney, Esquire; and John C. “Chad” Torri, Esquire.
On December 1, 2022, the DCA filed the Direct Testimony and Exhibits of Eric
Borden, Dr. David E. Dismukes, and Aaron L. Rothschild. Hearing Exhibit Nos. 28-31.
The DoD/FEA filed the Direct Testimony and Exhibits of Brian C. Andrews, Michael
P. Gorman, and Christopher C. Walters. Hearing Exhibit Nos. 32-36. The SCSBCC
filed the Direct Testimony of James Anthony Ward. Nucor Steel filed the Direct
Testimony and Exhibits of Billie S. LaConte and the Direct Testimony of Jeffry
Pollock. Hearing Exhibit Nos. 39-41. An Errata to the Direct Testimony and Exhibits of
Witness LaConte was filed on December 9, 2022 by Nucor. Hearing Exhibit No. 40, pp.
1-2. SACE, CCL, and Vote Solar filed the Direct Testimony and Exhibits of Dr. David
G. Hill and Jim Grevatt. Hearing Exhibit Nos. 42-43, and 66. Walmart filed the Direct
Testimony and Exhibits of Lisa V. Perry. Hearing Exhibit Nos. 44-45. SCEUC filed

the Direct Testimony and Exhibits of Kevin W. O’Donnell. Hearing Exhibit Nos. 26-27.
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On December 1, 2022, ORS filed the Direct Testimony and Exhibits of Richard
A. Baudino, Brandon S. Bickley, Anthony D. Briseno, David J. Garrett, Donald Shane
Hyatt, Elizabeth P. McGlone, Aaron K. Rabon, Courtney D. Radley, Anthony
Sandonato, Michael L. Seaman-Huynh, Daniel F. Sullivan, Glenn A. Watkins, and Dan
J. Wittliff, as well as the Direct Testimony of Dawn M. Hipp, Robert A. Lawyer, Daniel
J. Roland, IV, and Omari R. Thompson. Hearing Exhibit Nos. 46-58, and 65. ORS filed
the Corrected Direct Testimony of Witness Lawyer on December 2, 2022 as well as
Exhibit AMS-2 to the Direct Testimony of Anthony Sandonato, which was
inadvertently omitted from the original filing.

On December 15, 2022, DEP filed Rebuttal Testimony of Witnesses Bednarcik,
Byrd, Callahan, James M. Coyne, Elliott, Fetter, Guyton, Hager, Morin, Newlin, Ray,
Reed, Riley, Rokoff, Spanos, Kim H. Smith, Stewart, Turner, and Williams. Exhibits
were included with the Rebuttal Testimony of Witnesses Bednarcik, Coyne, Elliott,
Guyton, Morin, Newlin, Rokoff, Stewart, and Turner. DEP later filed the Supplemental
Rebuttal Testimony of Witness Smith on December 22, 2022.

On December 22, 2022, DCA filed the Surrebuttal Testimony of Witnesses
Borden, Dr. Dismukes, and Rothschild. The DoD/FEA filed the Surrebuttal Testimony
of Witness Walters, along with the Surrebuttal Testimony and Exhibits of Witnesses
Andrews and Gorman. Nucor Steel filed the Surrebuttal Testimony of Witnesses
LaConte and Pollock. SACE, CCL, and Vote Solar filed the Surrebuttal Testimony of
Witnesses Grevatt and Dr. Hill. Walmart filed the Surrebuttal Testimony and Exhibit of
Witness Perry. SCEUC filed the Surrebuttal Testimony of Witness O’Donnell.

ORS also filed the Surrebuttal Testimony and Exhibits of Witnesses Baudino,
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Briseno, Seaman-Huynh, Sullivan, and Wittliff, as well as the Surrebuttal Testimony of
Witnesses Bickley, Garrett, Hipp, McGlone, Rabon, Radley, Sandonato, Thompson,
and Watkins on December 22, 2022.

Sierra Club did not prefile Direct or Surrebuttal Testimony of any witnesses in
this proceeding.

ORS filed the Corrected Direct Testimony of Witnesses Hyatt, Rabon, and
Watkins on January 6, 2023. ORS filed the Revised Surrebuttal Testimony of Witnesses
Briseno, Hipp, Watkins and Seaman-Huynh on January 6, 2023. Nucor filed the
Corrected Direct Testimony and Exhibit of Billie S. LaConte on January 12, 2023.

Several Parties filed briefs and motions in connection with this proceeding. These
motions include 1) DEP’s Motion to Strike Surrebuttal Testimony of the South Carolina
Office of Regulatory Staff and Certain Intervenors; 2) DEP’s Motion to Strike
Surrebuttal Testimony of Dr. David G. Hill; 3) DEP’s Motion in Limine to Exclude the
Testimony of Dan J. Wittliff; and 4) ORS’s Motion for Declaratory Ruling and Motion to
Strike.

The Commission held public hearings for customers to speak on December 8§,
2022, December 12, 2022, December 13, 2022, January 3, 2023, and January 5, 2023.
Numerous customers of DEP attended these hearings and testified regarding the proposed
increase in rates, affordability concerns, customer service issues, outages, issues related to

vegetation management, and individual load usage.

On January 9, 2023, the Commission began the hearing for the Parties to present
their witnesses in this docket. At the commencement of the proceeding, counsel for DEP

informed the Commission that the Parties had reached a global, comprehensive settlement
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resolving all issues in the case, and requested a one-week recess in the proceeding to
allow the Parties to memorialize the agreement and for certain Parties to file settlement
testimony supporting the comprehensive settlement agreement. The Commission agreed
to stay the proceeding related to DEP’s Application until 9:30 a.m. on Tuesday, January
17, 2023.

The Company moved to withdraw Kim H. Smith’s Supplemental Rebuttal
Testimony on January 12, 2023. The Company indicated during the settlement agreement
portion of the hearing on January 17, 2023, that, as a result of the comprehensive
settlement reached in the docket, it would not move Witness Smith’s Supplemental
Rebuttal Testimony into the record.

On January 12, 2023, DEP filed a Comprehensive Settlement Agreement
(Settlement Agreement) on behalf of the Parties resolving all issues in the docket. The
Parties jointly moved for approval of the Settlement Agreement and certain Parties to the
proceeding filed settlement testimony. The Commission resumed the hearing on January
17, 2023, and accepted the Settlement Agreement into evidence. The Commission also
accepted into evidence the filed settlement testimony of the following witnesses for DEP:
Callahan, Hatcher, Elliott, and Reed; for CCL, SACE, and Vote Solar, Grevatt; and for
ORS, Hipp. Each of the witnesses who filed Settlement Testimony appeared before the
Commission to testify and respond to questions. The filed non-settlement testimony and
exhibits of the witnesses that had not filed settlement testimony were stipulated into the
record by agreement between all Parties and with the consent of the Commission.

During the course of the hearing, DEP advised that the Parties agreed it was

appropriate to consolidate Docket No. 2022-281-E, which is a separate docket evaluating
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DEP’s request for the continuation of its grid improvement plan deferral, with Docket
No. 2022-254-E so as to resolve the issues addressed in Docket No. 2022-281-E in
accordance with the proposed resolution as set forth in the Comprehensive Settlement
Agreement. DEP then moved for the two dockets to be consolidated for hearing purposes

in order to resolve both dockets, which was granted by Chair Florence P. Belser.

IL STATUTORY STANDARDS

The evidence supporting DEP’s business and legal status is contained in its
Application and testimony. DEP is a limited liability company duly organized and
existing under the laws of the State of North Carolina engaged in the business of
generating, transmitting, distributing, and providing electricity to public and private
energy users for compensation. DEP is a public utility as defined under the laws of the
State of South Carolina, and it is subject to the Commission’s jurisdiction with respect
to its rates, charges, tariffs, and terms and conditions of service as generally provided in
S.C. Code Ann. sections 58-27-10 et seq. See Application ] 5.

The Company’s current rates, excluding riders and the fuel cost component, were
approved in Commission Order Nos. 2019-341 and 2019-454 in Docket No. 2018-318-E
and affirmed by the Supreme Court of South Carolina in Duke Energy Carolinas, LLC
v. S.C. Off. of Regul. Staff, 434 S.C. 392, 864 S.E.2d 873 (2021).

The Application, testimony of all Parties, exhibits, affidavits of publication, and
public notices submitted by the Company comply with the procedural requirements of
the South Carolina Code of Laws and the Regulations promulgated by the Commission.

South Carolina Code Ann. section 58-27-810 provides, “[e]very rate made,

demanded or received by any electrical utility. . . . shall be just and reasonable.” The
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Commission must determine a fair rate of return that the utility should be allowed the
opportunity to earn after recovery of the expenses of utility operations. The legal
standards for this determination are set forth in Federal Power Comm’n v. Hope
Natural Gas Co., 320 U.S. 591, 602-03 (1944) (Hope), and Bluefield Water Works &
Improvement Co. v. Public Service Commission of West Virginia, 262 U.S. 679, 692-93
(1923) (Bluefield).

Bluefield holds that:

What annual rate will constitute just compensation
depends upon many circumstances, and must be
determined by the exercise of a fair and enlightened
judgment, having regard to all relevant facts. A public
utility is entitled to such rates as will permit it to earn a
return on the value of the property which it employs for
the convenience of the public equal to that generally
being made at the same time and in the same general part
of the country on investments in other business
undertakings which are attended by corresponding risks
and uncertainties; but it has no constitutional right to
profits such as are realized or anticipated in highly
profitable enterprises or speculative ventures. The
return should be reasonably sufficient to assure
confidence in the financial soundness of the utility and
should be adequate, under efficient and economical
management, to maintain and support its credit and
enable it to raise the money necessary for the proper
discharge of its public duties. A rate of return may be
reasonable at one time and become too high or too low
by changes affecting the opportunities for investment,
the money market and business conditions generally.

Bluefield, 262 U.S. at 692-93.
This Commission and the South Carolina courts have consistently applied the
principles set forth in Bluefield and Hope. In Southern Bell Tel. &Tel. Co. v. Pub. Serv.

Comm’n, 270 S.C. 590, 596 (1978) (Southern Bell), the South Carolina Supreme Court,
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quoting Hope, held: “Under the statutory standard of ‘just and reasonable’ it is the result
reached not the method employed which is controlling . . . The ratemaking process
under the Act, i.e., the fixing of ‘just and reasonable’ rates, involves the balancing of
investor and the consumer interests.” Id., 270 S.C. at 596-97, S.E.2d at 281 (quoting
320 U.S. at 602-03).

This Commission must exercise its responsibilities of permitting utilities an
opportunity to earn a reasonable return on the property the utilities have devoted to
serving the public, on the one hand, and protecting customers from rates that are so
excessive as to be unjust or unreasonable, on the other, by “(a) Not depriving investors of
the opportunity to earn reasonable returns on the funds devoted to such use as that would
constitute a taking of private property without just compensation[, and] (b) Not permitting
rates which are excessive.” Southern Bell, 270 S.C. at 605, 244 S.E.2d at 286 (Ness, J.
concurring and dissenting). Ultimately, this balancing of interests takes place within the
context of a utility setting forth proposed rates - pursuant to Title 58, Chapter 27, Article
7 of the S.C. Code of Laws - for the purpose of the utility receiving revenue sufficient to
yield a reasonable return.

The Commission’s determination of a fair rate of return must be documented fully
in its findings of fact and based exclusively on the evidence of record. Porter v. S.C. Pub.
Serv. Comm’n, 332 S.C. 93, 98, 504 S.E.2d 320, 323 (1998).

The use of a test year is a well-established regulatory mechanism. The objective
of using test year figures is to reflect typical operational conditions. The Company has
the benefit of choosing its test year. Where an unusual situation indicates that the test

year figures are atypical, the Commission should adjust the test year data. Parker v. S.C.
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Pub. Serv. Comm’n, 280 S.C. 310, 312, 313 S.E.2d 290, 292 (1984). The Test Period for
purposes of this Application is the 12-month period ending December 31, 2021, adjusted
for actual costs through May 31, 2022, and projected costs from June 1, 2022, through
August 31, 2022, for certain adjustments, including rate base, which were updated to
actual costs in this proceeding.

The Commission’s Findings of Fact and Conclusions of Law apply and reflect
these standards.

III. FINDI FFACT

Based upon the Application, the Settlement Agreement, the testimony, and
exhibits received into evidence at the hearing and the entire record of these proceedings,
the Commission makes the following findings of fact:

Jurisdiction

1. DEP is a limited liability company duly organized and existing under the
laws of the State of North Carolina. It is a public utility under the laws of the State of
South Carolina and is subject to the jurisdiction of this Commission pursuant to S.C.
Code Ann. section 58-3-140(A). The Company is engaged in the business of generating,
transmitting, distributing, and selling electric power to the public in the northeastern
portion of South Carolina, a substantial portion of the coastal plain of North Carolina
extending from the Piedmont to the Atlantic coast and between the Pamlico River and the
South Carolina border, the lower Piedmont section of North Carolina and area in western
North Carolina in and around the City of Asheville. DEP, with its offices and principal
places of business in Raleigh, North Carolina, is a wholly-owned subsidiary of Duke

Energy, with its offices and principal place of business in Charlotte, North Carolina.
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2. The Commission has jurisdiction over the rates and charges, rate
schedules, classifications, and practices of public utilities operating in South Carolina,
including DEP, as generally provided in S.C. Code Ann. sections 58-27-10, et seq.

3. DEP is lawfully before the Commission based upon its Application for a
general increase in its retail rates pursuant to S.C. Code Ann. sections 58-27-820, 58-27-
870, and S.C. Code Ann. Regs. 103-303 and 103-823.

4. The appropriate test period for use in this proceeding is the 12 months
ended December 31, 2021, adjusted for certain known changes in revenue, expenses, and
rate base through August 31, 2022, subject to the terms of the Settlement Agreement.
Application

S. DEP, by its Application and initial Direct Testimony and Exhibits,
originally sought a base increase of approximately $89,325,000 in its annual electric sales
revenues from its South Carolina retail electric operations, including an ROE of 10.2%
and a capital structure consisting of 47% debt and 53% equity.

6. DEP submitted evidence in this case with respect to revenue, expenses,
and rate base using a test period consisting of the 12 months ended December 31, 2021,
adjusted for certain known changes in revenue, expenses, and rate base.

7. DEP, by its Rebuttal Testimony and Exhibits, revised its requested base
revenue requirement to be approximately $88,506,000 million to incorporate the
Company’s adjustments filed in its Supplemental filing and the Company’s Rebuttal
position.

Settlement Agreement and Revenue Increase

8. On January 12, 2023, DEP filed the Settlement Agreement, along with its
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Attachments A, B, C, D and E, on behalf of the Settling Parties agreeing to an ROE of
9.6% and a capital structure reflecting 47.57% debt and 52.43% equity. Settlement
Agreement Attachment A reflects the Company’s operating experience, accounting
adjustments and an increase in annual revenues from base rates of approximately
$52,297,000, exclusive of riders and mitigation measures contemplated in the Settlement
Agreement, to be effective April 1, 2023. Settlement Agreement Attachment B shows, by
customer class, the allocation of the increase in revenues and the respective rates of return
by customer class.

9. The Commission, having carefully reviewed the Settlement Agreement
and all of the evidence of record, finds and concludes that the provisions of the
Settlement Agreement are just and reasonable as to all the Parties and are in the public
interest. Therefore, the Settlement Agreement should be approved in its entirety. The
specific terms of the Settlement Agreement are addressed in the following findings of
fact and conclusions.

10.  Based on the foregoing, the appropriate base revenue requirement increase
is approximately $52,297,000, after accounting and pro forma adjustments, as set forth in
Attachment A of the Settlement Agreement (Hearing Exhibit No. 6, pp. 35-49), as
adjusted subject to the Settlement Agreement approved in this case.!

11. The Settlement Agreement provides that, unless specified otherwise,

nothing in the Settlement Agreement binds Parties from taking an alternative position in

! The base revenue increase does not include the impact of the EDIT Rider reduction of ($16,426,000)
as calculated in Attachment A of the Settlement Agreement. Hearing Exhibit 10, p. 3.
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any current or future proceeding in South Carolina or any other jurisdiction. The
Settlement Agreement also specifies that Settling Parties’ agreement that the terms of the
Settlement Agreement are reasonable as a whole does not in any way indicate any Party’s
position as to the reasonableness of any single term taken out of the context of the
Settlement Agreement. The Commission finds and concludes that for the present case, the
agreed-upon provision of the Settlement Agreement in Section B, Paragraph 5 is just and
reasonable in light of the entirety of the evidence presented.

12.  The complete Settlement Agreement with attachments is included herein
as Order Exhibit No. | (Hearing Exhibit No. 6) and is incorporated by reference.
Return on Common Equity and Capital Structure

13. The ROE that the Company should be allowed an opportunity to earn is
9.60%, as set forth in Section B, Paragraph 7 of the Settlement Agreement. Hearing
Exhibit No. 6, pp. 7-8.

14. As set forth in Section B, Paragraph 7 of the Settlement Agreement, the
Parties agreed on a capital structure consisting of 52.43% common equity and 47.57%
long-term debt. Id.

15. The Company’s cost of debt is 3.77%, as set forth in Section B, Paragraph
7 of the Settlement Agreement. Id.

16. The Company’s overall rate of return on rate base? (ROR) is 6.83%, as set

forth in Section B, Paragraph 7 of the Settlement Agreement. /d.

2 Rate of return on rate base used herein refers to the rate of return on South Carolina retail rate base.
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17. The capital structure, cost of debt, ROE, and ROR set by this Order will
result in just and reasonable rates.

Excess Deferred Income Tax Mitigation

18. The Company proposed to continue the annual excess deferred income tax
(EDIT) Rider updates for the following three categories of benefits: (1) Federal EDIT —
Protected; (2) Federal EDIT — Unprotected, Property Plant & Equipment (PP&E)-related;
and (3) Federal EDIT — Unprotected, non-PP&E-related. Additionally, the Company
proposed to accelerate the flow back of the remaining portion of Federal unprotected
EDIT related to PP&E over 2.17 years (26 months) beginning April 1, 2023, thereby
reducing the number of years of amortization for Federal unprotected EDIT associated
with PP&E from 20 years to 6.6 years.

19. Pursuant to the Settlement Agreement, the Company agreed to accelerate
the return of deferred income tax benefits due through Unprotected EDIT associated with
PP&E. The effect of this accelerated return begins with service rendered on April 1,
2023, and is expected to conclude in the period ending December 31, 2025 when the total
balance of the Unprotected EDIT associated with PP&E is fully depleted.

20.  The Company’s proposed EDIT Rider, as modified per the terms of the
Settlement Agreement, is just and reasonable, and will result in rates that are just and
reasonable and should therefore be implemented. The appropriate annual revenue
requirement for the EDIT Rider is an annual decrement of approximately $16,426,000.
Coal Ash Basin Closure Expense Adjustments (Coal Ash Regulatory Asset)

21. Since its last rate case, in Docket No. 2018-318-E, DEP has incurred

additional costs in connection with the closure of the coal combustion residual (CCR),
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also referred to as coal ash, surface impoundments at its coal-fired plant sites in South
Carolina and North Carolina.

22. In this case, DEP sought recovery of approximately $106,836,000° of CCR
closure costs (CCR Costs) on a South Carolina retail basis incurred through August 31,
2022.

23. Pursuant to the Settlement Agreement, the Company agrees to a
permanent, one-time disallowance of $50,000,000 on a South Carolina retail basis of
CCR Costs incurred through August 2022. In addition to this one-time disallowance, the
Company will, per the Settlement Agreement, permanently forego recovery of any
remaining coal ash costs sought by DEP but not allowed for recovery by the Commission
in Docket No. 2018-318-E in all future cases.

24.  The Settlement Agreement provides that, subject to Section B Paragraphs
11 and 12 (Hearing Exhibit No. 6, p. 9), the Settling Parties agree to the Company’s
continuation of deferred accounting treatment for CCR Costs, which will include a debt
return only, at the most recent Commission approved debt rate for the deferral period and
rate base treatment during the amortization period. The Settling Parties agree that the
deferral will be subject to a review for reasonableness and prudency in the next general
rate proceeding.

The Settlement Agreement provides that, other than the permanent disallowance
of costs identified in Section B Paragraphs 11 and 12 (Hearing Exhibit No. 6, p. 9), the

disallowance of CCR Costs is solely related to the Settlement Agreement and shall have

3 Amount updated in DEP’s supplemental filing. Hearing Exhibit 10.
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no precedential effect on the recoverability of CCR Costs or the continuation of deferral
accounting treatment in future proceedings, and the Settling Parties reserve their rights

on any other legal issues or to advance any other positions on coal ash in future cases.

25. The Settlement Agreement requires the Settling Parties to engage in good
faith negotiations prior to January 1, 2030, to resolve all issues and claims in connection
with CCR Costs incurred by the Company after February 28, 2030, which shall not have
any precedential effect and shall not impact or limit, in any way, a Settling Party’s ability
to advance in future proceedings any legal arguments, theories, positions, etc. regarding
CCR Costs. Per the Settlement Agreement, this provision does not place any obligation
upon any Party to resolve those issues and claims in a future proceeding, and each Party
maintains complete discretion to approve or reject any proposed settlement for those
issues and claims in a future proceeding. The Settling Parties agree that settiement on
those issues will not be used as a rationale for future arguments on contested issues
brought before the Commission. |

26.  The Commission finds and concludes that for the present case, the agreed-
upon coal ash basin closure expense adjustments outlined in Section B Paragraphs 11
through 15 of the Settlement Agreement (Hearing Exhibit No. 6, pp. 9-10), are just and
reasonable in light of all the evidence presented and that the result is in the public
interest.

Expense Adjustments

27.  The Settlement Agreement provides for certain expense adjustments that

the Settling Parties have agreed upon; the revenue requirement effects of the agreed-upon

issues are set out in detail in Settlement Agreement Attachment A (Hearing Exhibit No.
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6, pp. 35-53). The Settling Parties agree that settlement on those issues will not be used as
a rationale for future arguments on contested issues brought before the Commission. The
Commission finds and concludes that for the present case the agreed-upon expense
adjustments outlined in Settlement Agreement Attachment A (Hearing Exhibit No. 6, pp.
35-53) are just and reasonable in light of all the evidence presented and that the result is

in the public interest.

Cost of Service Study and Rate Design

28.  The rate design outlined in Attachment B through Attachment E of the
Settlement Agreement results in just and reasonable rates. (Hearing Exhibit No. 6, pp.
54-67).

29.  As set forth in the Settlement Agreement, the Company shall apply a 50%
rate migration adjustment to residential and medium general service rate classes.

30. Pursuant to the Settlement Agreement, the Company shall allocate the
increase in revenue across rate classes in a manner consistent with the cost of service
study included in the Direct Testimony of Company Witness Hager, with proforma
adjustments to reflect the Settlement Agreement, which results in the following revenue

increase to each rate class:
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Rate Class Allocation Allocation
Percentage Percentage
Including Riders  Excluding Riders

RES 12.03% 12.71%
SGS 8.27% 8.83%
SGSTCLR 10.59% 11.53%
MGS 5.69% 6.06%
LGS 3.89% 3.87%
SI 6.40% 6.83%
TSS 18.44% 19.62%
ALS, SLS 14.96% 14.70%
SFL 6.80% 6.75%
SC-RETAIL 8.47% 8.83%

The allocation percentages to each rate class, inclusive of EDIT, are as follows:

Rate Class Allocation Allocation
Percentage Percentage
Including Riders Excluding Riders
RES 8.72% 9.20%
SGS 5.33% 5.69%
SGSTCLR 7.30% 7.95%
MGS 3.60% 3.84%
LGS 2.22% 2.21%
SI 3.86% 4.13%
TSS 14.05% 14.95%
ALS, SLS 10.19% 10.01%
SFL 3.51% 3.48%
SC-RETAIL 5.81% 6.06%
31. Pursuant to the Settlement Agreement, the Company shall reduce Rate

Schedule LGS-TOU’s on-peak energy charges by the reduction in the revenue
requirement, exclusive of any EDIT decrements, allocated to Rate Schedule LGS-TOU.
32. Pursuant to the Settlement Agreement, the Company shall allocate the

proposed reduction in the EDIT Rider to Rate Schedule LGS-TOU’s on-peak, off-peak,
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and discount energy periods.

33. The Settling Parties agree that neither the cost of service study adopted
solely for purposes of this Settlement Agreement nor the revenue allocation agreed to by
the Parties for purposes of this Settlement Agreement shall have any precedential effect
in future proceedings, and all Parties may argue for different cost allocation, rate design,

and revenue spread methodologies in future cases.

34. The Commission finds and concludes that, for the present case, the
agreed-upon provisions outlined in Section B Paragraph 38 to the Settlement Agreement
(Hearing Exhibit No. 6, pp. 17-18) are just and reasonable in light of all of the evidence
presented and that the result is in the public interest.

Lead/Lag Study

35. The Settlement Agreement provides that the Company will perform a
Lead-lag Study before its next general rate proceeding and present the results to the
Commission and ORS. The Commission finds and concludes that, for the present case, the
agreed-upon provision outlined in Section B Paragraph 39 to the Settlement Agreement
(Hearing Exhibit No. 6, p. 18) is just and reasonable in light of all of the evidence
presented.

Vegetation Management

36. The Settlement Agreement provides for certain provisions related to
Vegetation Management that the Settling Parties have agreed upon. The Settling Parties
agree that these provisions establish certain protections for customers within the
Company’s service area, to include (a) a quarterly report submitted by the Company to the

Commission and ORS on the miles of transmission and distribution right-of-way that are
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cut, sprayed, and maintained as part of the tree trimming and vegetation management
work plan; (b) an annual action plan to be submitted by the Company on December 31
of each year for the succeeding 12-month period for all planned transmission and
distribution miles of right-of-way to be maintained, and (c) restrictions on the utilization
of vegetation management funds for vegetation management and tree trimming purposes
only. The Commission finds and concludes that for the present case, the agreed-upon
expense adjustments outlined in Section B Paragraph 40 of the Settlement Agreement
(Hearing Exhibit No. 6, pp. 18-19), as well as the protective provisions described above,
are just and reasonable in light of all the evidence presented and that the result is in the
public interest.
Grid Improvement Plan and Distribution Planning

37. The Settlement Agreement provides for the Company to build upon the
existing Integrated System & Operations Planning (ISOP) stakeholder process to inform
and contribute to future Grid Improvement Plans (GIP) and requires the Company,
biannually, to submit informational reports to the Commission on the status of the ISOP
process, including a summary of stakeholder recommendations, through December 31,
2024. The distribution planning focus in the ISOP stakeholder process will include
sharing data concerning distribution Non-Traditional Solutions (NTS), opportunities for
stakeholders to provide inputs and recommendations on the Company’s distribution NTS
planning framework and analyses, and an opportunity to review and provide feedback on
the results. Each iteration of the distribution NTS screening process will include
identification of candidates for the development of distribution NTS. Per the Settlement

Agreement, the Settling Parties have not taken a position on the underlying merits of this
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commitment, and reserve their rights to review, challenge, support, and raise any issues
or legal arguments regarding the commitments described in Section B Paragraph 41.
Hearing Exhibit No. 6, pp. 19-20. The Commission finds and concludes that for the
present case, the agreed-upon provisions outlined in Section B Paragraph 41 of the

Settlement Agreement are just and reasonable in light of all the evidence presented. Id

38. The Settlement Agreement provides that the Company, subsequent to the
release of its Climate Risk & Resilience Study Final Report, will work collaboratively
with stakeholders to include members of the community, to discuss and work in good
faith to develop and implement at least one potential target initiative as part of its GIP, to
be informed by the Final Report, subject to approval by the Commission and included in
an informational filing described in Section B Paragraph 41 of the Settlement Agreement.
Id. As part of this provision, the Company shall evaluate the effectiveness of any
implementation plans developed for the initiatives for potential use in expanded
initiatives and budgeting in future GIPs, placing emphasis on those initiatives designed to
address equity or environmental justice issues while also demonstrating the use of
distributed energy resources as NTS. Per the Settlement Agreement, the Settling Parties
have not taken a position on the underlying merits of this commitment, and reserve their
rights to review, challenge, support, and raise any issues or legal arguments regarding the
commitments described in Section B Paragraph 42. Hearing Exhibit No. 6, p. 20. The
Commission finds and concludes that for the present case, the agreed-upon provisions
outlined in Section B Paragraph 42 of the Settlement Agreement are just and reasonable

in light of the entirety of the evidence presented. Id.
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Energy Efficiency Opportunities

39.  The Settlement Agreement provides that the Company will work with the
Energy Efficiency Demand-Side Management (EE/DSM) Collaborative to develop and
file its Income-Qualified (IQ) High-Energy Use pilot program and Tariffed On-Bill pilot
program as soon as practicable, but no later than December 31, 2023, for Commission
approval. Additionally, the Company agrees to file for approval to ramp up its proposed
annual investments for all IQ program costs incurred by the Company in South Carolina to
at least $1,000,000 by 2025, $750,000 of which will go toward the enhanced
Neighborhood Energy Saver (NES) program, provided evaluation shows this to be
feasible and subject to Commission approval. The Company also agreed as part of the
Settlement Agreement to work with the EE/DSM Collaborative to develop a plan to
increase its installation of comprehensive energy savings measures associated with the
enhanced NES program in South Carolina, such as air sealing, insulation, and duct
sealing. The Company further agrees to submit an informational update to the
Commission with revised annual energy savings projections at the higher spending level
and to work with the EE/DSM Collaborative to identify and address potential barriers to
successfully deploying the additional spending. Per the Settlement Agreement, the
Settling Parties have not taken a position on the underlying merits of this commitment,
and reserve their rights to review, challenge, support, and raise any issues or legal
arguments regarding the commitments described in Section B Paragraphs 43 through 45.
Hearing Exhibit No. 6, pp. 20-21. The Commission finds and concludes that for the
present case, the agreed-upon provisions of the Settlement Agreement in Section B

Paragraphs 43-45 (Hearing Exhibit No. 6, pp. 20-21) are just and reasonable in light of the
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entirety of the evidence presented.
Federal Inflation Reduction Act Action Plan

40. The Settlement Agreement provides that the Company will work with the
EE/DSM Collaborative to develop a plan for integrated customer participation in the
Inflation Reduction Act (IRA) for customers who participate in its IQ programs to
maximize and expand benefits to highly electric energy burdened households. The
Settlement Agreement provides that the Company will endeavor to have a final plan ready
to be filed concurrently with the announced availability of IRA rebates in South Carolina.
In addition, the Company will develop and implement an action plan to support all of its
customers participation in the opportunities created by the IRA (e.g., helping
customers understand which measures qualify for IRA rebates and tax credits). Pursuant to
the Settlement Agreement, the Company will endeavor to have a final action plan ready to
be filed concurrently with the announced availability of IRA rebates in South Carolina and
offer to preview the final action plan with ORS. Per the Settlement Agreement, the
Settling Parties have not taken a position on the underlying merits of this commitment,
and reserve their rights to review, challenge, support, and raise any issues or legal
arguments regarding the programs or initiatives described in Section B Paragraphs 46
through 47. Hearing Exhibit No. 6, p. 21 (Settlement Agreement). The Commission finds
and concludes that for the present case, the agreed-upon provision of the Settlement
Agreement in Section B Paragraphs 46-47 (Hearing Exhibit No. 6, p. 21) are just and
reasonable in light of the entirety of the evidence presented.
Electric Energy Burden

41.  The Settlement Agreement provides that the Company will address the
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impact of an increase in rates on overall electric energy burden in its next general rate
proceeding. The Commission finds and concludes that for the present case the agreed-
upon provision of the Settlement Agreement in Section B Paragraph 49 is just and
reasonable in light of the entirety of the evidence presented. Id.
Pending Motions

42.  The Settlement Agreement provides that the Parties agree to hold in
abeyance all pending motions, including an abeyance of any deadlines to file responses
and/or replies. The Commission finds and concludes that for the presented case, the
agreed-upon provision of the Settlement Agreement in Section B Paragraph 50 represents
a fair and reasonable compromise of significantly contested issues and is approved by the
Commission. Id. The Settlement Agreement, as a practical matter, rendered moot the

motions made by the Parties and thus, need not be addressed dispositively.

IV.  EVIDENCE AND CONCLUSIONS

EVIDENCE AND CONCLUSIONS FOR FINDINGS OF FACT NOS. 1-4

(Jurisdiction)

The evidence supporting these findings and conclusions is contained in the
verified Application of the Company, the testimony and exhibits of the witnesses, and the
entire record in this proceeding.

DERP is an electric utility subject to the jurisdiction of the Commission pursuant to
S.C. Code Ann. section 58-3-140(A) (Supp. 2010). The test year is the period of time
selected to evaluate the cost of providing service and the adequacy of existing rates.
Essential to this method of evaluating rates is the establishment of a cut-off date to ensure

some degree of finality in the rate making process. Parker v. S.C. Pub. Serv. Comm’n, 280
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S.C. 310, 312, 313 S.E. 2d 290, 291-92 (1984). South Carolina uses a historic twelve-
month test period. 26 S.C. Code Ann. Regs. 103-823(A)(3). The historic test year
approach uses the most recent 12-month period for which data is available at the time of
filing a rate proceeding. A historic test year is based primarily upon the recorded results
for the 12-month period, although the Commission can recognize adjustments to these
results that are designed to shape the recorded year into a “normal” representation of the
period. The Commission finds the 12 months ending December 31, 2021, adjusted for
certain known changes in revenue, expenses, and rate base, to be the reasonable period
upon which to base its ratemaking determination. The use of the test year, as applied in
this case, is not contested by any Party.

These findings of fact are informational, procedural, and jurisdictional in nature
and are not contested by any Party.

EVIDENCE AND LUSI FOR FINDI F FACT .S-7

(Application)

The evidence supporting these findings and conclusions is contained in the
Company’s verified Application, the Settlement Agreement, the testimony and exhibits of
the witnesses, and the entire record in this proceeding.

The Commission last approved the Company’s general electric rates and tariffs in
Order No. 2019-341 in Docket No. 2018-318-E, which allowed the Company a 9.5%
ROE. The test period in that case was the 12 months ended December 31, 2017, adjusted
for known and measurable changes.

On September 1, 2022, DEP filed its Application and initial Direct Testimony and

Exhibits, seeking a net increase of approximately $89,325,000. The Company stated that,
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recognizing the additional strain and challenge brought on by the COVID-19 pandemic
and recent economic environment, the Company proposed to mitigate the impact of its rate
request through the following measures: (a) accelerating the return of deferred income tax
benefits resulting from the Federal Tax Cuts and Jobs Act of 2017 (the Tax Act) through
its EDIT Rider and (b) stepping in the rate request over a two-year period, where in Year
1 the Company would reverse $15,000,000 of its cost of removal reserve for South
Carolina distribution plant.* After factoring in the proposed decrease resulting from the
change to the EDIT Rider and the reduction in rates resulting from the proposed
decrement rider, the Year 1 net increase in retail revenues proposed in the Company’s
Application was approximately $53,335,000 or 8.6%. As proposed in the Application, in
Year 2, the decrement rider would expire resulting in an increase in retail revenues of
approximately $15,000,000 or 2.5%, for a cumulative net increase in retail revenues of
approximately $68,335,000 or 11.1% over the two-year period following the rates
effective date.

On January 12, 2023, DEP, together with the Settling Parties, filed the Settlement
Agreement. DEP, by its Settlement Testimony and Exhibits to the Settlement Agreement,
revised its requested base revenue requirement to approximately $52,297,000, exclusive
of riders and mitigation measures contemplated in the Settlement Agreement, to be
effective April 1, 2023, to incorporate the Company’s adjustments filed in its Settlement

Testimony and Exhibits. Hearing Exhibit No. 6, (Settlement Agreement). The rates

4 The Company proposed to implement this $15,000,000 reduction through a decrement rider, which would
expire at the end of Rate Year 1.
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proposed in the Settlement Agreement generate an annual net revenue increase equaling
approximately $35,871,000, or approximately 5.81%, inclusive of riders and mitigation
measures contemplated in the Settlement Agreement, to be effective April 1, 2023.

DEP submitted evidence in this case with respect to revenue, expenses, and rate
base using a 12-month test period ending on December 31, 2021, adjusted for certain
known changes in revenue, expenses, and rate base.

Need for Rate Increase

Company Witness Callahan testified that the Company’s need for a rate increase
is driven by investments to: (1) enhance DEP’s service to customers and continue the
Company’s track record of operational excellence while keeping costs as low as possible;
(2) improve the reliability and resiliency of DEP’s grid in a manner to better customers’
lives and the economy of this State; and (3) achieve a smarter, more efficient energy
future for the benefit of customers. Tr. 645.4:1-14.

Regarding operations, Witness Callahan testified that DEP has made investments to
ensure high-quality customer service, and made efforts to recruit, engage, and retain a
talented diverse workforce. Tr.645.7:1-6. Witness Callahan testified that DEP has also
invested in the deployment of smart meters and will continue to invest in modernizing the
grid and offering customers operations and tools to better manage their energy usage and
reduce their energy costs. Tr. 645.7:7-16. Additionally, he testified that DEP has
deployed a new customer information system — Customer Connect — which has improved
the way the Company interacts and provides information to customers. Id.

Witness Callahan also expounded on the Company’s focus on increasing

reliability and resiliency, explaining that DEP is investing in cleaner, highly-efficient
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generation resources, and that DEP plans to continue to invest in its distribution grid, smart
meters, and tools to communicate with customers to continuously improve the customer
experience and reliability. Tr. 645.8:1-645.9:9.

Witness Callahan testified that the Company is actively pursuing an orderly
transition towards achieving a clean, secure energy future. Tr. 645.9:11. Accordingly, he
explained that DEP has made investments in generation resources like solar, nuclear, and
highly efficient natural gas plants, and emerging technologies like energy storage and
vehicle electrification, as well as investments to comply with environmental regulations
and support ash basin closure activities. Tr. 645.9:17-10.22.

Witness Callahan testified that the Company’s most important objectives are to
continue providing safe, reliable, affordable, resilient, and increasingly clean electricity to
its customers with high quality customer service, both today and in the future. Tr.
645.17:13-645.18:4. He concluded that the Company’s Application is made to support
investments that benefit South Carolina and DEP’s customers while preserving the
Company’s financing position while keeping prices for customers as low as possible. Id.

With respect to the costs sought by the Company, the Settlement Agreement is
comprehensive and addresses all costs for which the Company is seeking recovery in this
proceeding. The Commission finds that the costs reflected in the Settlement Agreement
and the attachments thereto are just and reasonable and properly included in the revenue
requirement.

EVIDENCE AND LUSI FOR FINDI FFACT .8-12

(Settlement Agreement and Revenue Increase)

The evidence supporting these findings and conclusions is contained in the
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verified Application of the Company, the Settlement Agreement, the testimony and
exhibits of DEP Witnesses Callahan (Settlement), Elliott (Settlement), Reed (Settlement);
ORS Witness Hipp (Settlement); and the entire record in this proceeding.

The Commission convened and conducted a hearing in this matter and has
considered all issues raised by the Parties and evidence presented. Moreover, the
Commission has carefully considered the terms of the Settlement Agreement and
specifically the question of whether a rate increase embodying the terms contained in the
Settlement Agreement would be just, fair, and reasonable; in the public interest; and
would be in accordance with applicable law and sound regulatory policy. For the reasons
set forth below, the Commission finds that the Settlement Agreement should be approved;
will result in rates that are just and reasonable to all rate classes; is in the public interest;
and will otherwise be in accordance with applicable law. The Settlement Agreement was
accepted into the record of the hearing as Hearing Exhibit No. 6.

In its Application, the Company sought approval of an ROE of 10.2% and
requested a revenue increase of approximately $89,325,000, or 14.5% after proforma
adjustments, based on the adjusted data for the period of January 1, 2021, through
December 31, 2021 (Test Year), adjusted for actual costs through May 31, 2022, and
projected costs from June 1, 2022, through August 31, 2022, for certain adjustments. The
Settlement provides for an ROE of 9.60% and a revenue increase of approximately
$52,297,000 after proforma adjustments. However, DEP agrees to accelerate the return to
customers of the Unprotected PP&E-related EDIT via the EDIT Rider beginning with all
bills rendered on or after April 1, 2023, and concluding on or about December 31, 2025,

when the total balance of the Unprotected PP&E-related EDIT, which will equal
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approximately $16,426,000 annually as of April 1, 2023 (grossed up for taxes), is
projected to be depleted.

Using the EDIT Rider to accelerate the return of Unprotected PP&E-related EDIT
to DEP’s customers serves to reduce the overall impact on customers to a net annual
increase of approximately $35,871,000, or approximately 5.81%. Under the Settlement
Agreement a residential customer using 1,000 kWh per month would see a net monthly
increase of $10.95, reflecting a $15.18 increase in base rates less a $4.23 reduction due to
the EDIT Rider. Hearing Exhibit No. 6, pp. 7-9 (Settlement Agreement). According to
the Settlement Agreement, the settlement rates will be effective beginning with bills
rendered on and after April 1, 2023. Id.

The Settlement Agreement also adopts, except in limited and specified
circumstances, “all recommendations, adjustments, and customer protections in the
testimony and exhibits of ORS Witnesses.” Hearing Exhibit No. 6, p. 7. In addition, DEP
agrees to a permanent, one-time $50,000,000 disallowance on a South Carolina retail basis
of coal ash basin closure costs (CCR Costs) incurred through August 2022 associated
with ORS Witness Wittliff’s recommended adjustments to the Company’s CCR Costs, as
well as agreeing to permanently forego recovery in any future cases of any remaining
coal ash costs sought by DEP but not allowed for recovery by the Commission in Docket
No. 2018-318-E. Hearing Exhibit No. 6, pp. 9-10 (Settlement Agreement).

The complete Settlement Agreement with attachments is attached as Order

Exhibit No. 1 (Hearing Exhibit No. 6) and is incorporated by reference.
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As a result of the Settlement Agreement and as agreed upon by the Parties
therein, the Commission finds that all outstanding Motions filed by the Parties are moot.’
Commission Discussion

The Commission approves the Company’s proposed revenue increase of
approximately $52,297,000 annually, as set forth in Attachment A of the Settlement
Agreement (Hearing Exhibit No. 6, pp. 35-53), adjusted per the terms of the Settlement
Agreement approved herein.® Hearing Exhibit No. 6, pp. 7-9 (Settlement Agreement).
The approved revenue increase is based on the following amounts of test year pro
forma adjusted operating revenues, operating expenses, and original cost rate base (under
present rates), which are to be used as the basis for setting rates in this proceeding:
$621,745,000 of operating revenues, $535,067,000 of operating expenses, and
$1,846,184,000 of original cost rate base, adjusted per the terms of the Settlement
Agreement approved herein. Id.

Based on all of the evidence, the Commission finds and concludes that the
revenue requirement, rate design, and the rates that will result from this Order strike the
appropriate balance between the interests of the Company’s customers in receiving safe,
reliable, and efficient electric service at the lowest possible rates, and the interests of the

Company in maintaining the Company’s financial strength at a level that enables the

3> These motions include 1) DEP’s Motion to Strike Filed Surrebuttal Testimony of the South Carolina
Office of Regulatory Staff and Certain Intervenors; 2) DEP’s Motion to Strike Filed Surrebuttal Testimony
of Dr. David G. Hill; 3) DEP’s Motion in Limine to Exclude the Testimony of Dan J. Wittliff; and 4)
ORS’s Motion for Declaratory Ruling and Motion to Strike.

6 The base revenue increase does not include the impact of the EDIT Rider reduction of ($16,426,000) as
calculated in Attachment A of the Settlement Agreement. Hearing Exhibit 6.
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Company to attract sufficient capital. As a result, the Commission concludes that the
Settlement Agreement and the revenue requirement and the rates that will result from that

revenue requirement established by this Order are just, reasonable, and in the public

interest.
EVIDENCE AND LUSI FOR FINDI FFACT .13-17
(Return on Common Equity and Capital Structure)
Cost of Capital

The evidence supporting these findings of fact is found in the verified
Application; the Settlement Agreement; the testimony and exhibits of DEP Witnesses
Newlin (Direct and Rebuttal), Morin (Direct and Rebuttal) and Coyne (Rebuttal); ORS
Witnesses McGlone (Direct and Surrebuttal) and Baudino (Direct and Surrebuttal); DCA
Witness Rothschild (Direct and Surrebuttal); DoD/FEA Witness Walters (Direct and
Surrebuttal); and Walmart Witness Perry.

A. RATE OF RETURN ON COMMON EQUITY (ROE)

Summary of the Evidence

In its Application, the Company requested that its rates be set based upon an ROE
of 10.2%, reflecting the ROE recommendation of DEP Witness Morin. Tr. 854.6:16.
Witness Morin made his 10.2% ROE recommendation based upon a proxy group of 23
vertically integrated electric utilities. Tr. 854.33: 13-16. To arrive at his opinion, Witness
Morin performed cost of equity studies including two variations of a Discounted Cash
Flow (DCF) analysis, two variations of a Capital Asset Pricing Model (CAPM) analysis,
and two risk premium methodologies. Tr. 854.7:1-16. These studies resulted in a variety

of ROE estimates ranging from 9.3% to 11.1%, and his specific recommendation of
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10.2% is at the midpoint of that range. Id.

In his Rebuttal Testimony, Witness Morin updated his ROE analyses using the
same proxy group and econometric models and estimated that the Company’s ROE had
increased by 20 basis points, to 10.4%. Tr. 856.5:11-20. However, as indicated in the
Rebuttal Testimony of Witness Newlin, DEP maintained its 10.2% ROE request to
mitigate any further rate impacts to its South Carolina customers. Tr. 860.21:8-12.
Witness Morin’s Rebuttal Testimony further responded to intervenor Witness ROE
recommendations as described below. Additionally, Witness Coyne’s Rebuttal Testimony
responded to the basis for ORS Witness Baudino’s recommendation as derived from his
analytical results.

ORS Witness Baudino’s Direct Testimony recommended an ROE of 9.4%, the
top of his recommended range of 9.13% to 9.4%, based upon a proxy group composed of
22 electric utilities. Tr. 1038.27:4-12. Witness Baudino performed analyses based upon
two DCF methodologies and three variations of the CAPM. Tr. 1038.11:11-18. The
model results ranged from 8.68% to 9.63% (DCF) and 8.38% to 16.60% (CAPM). Tr.
1038.18:11-13; Tr. 1038.26:20-21. Witness Baudino based his recommendation primarily
on the results of his DCF analysis but noted that his recommendation is also within the
range of results from his CAPM analysis. Tr. 1038.28:7-8. Witness Baudino also presented
his views on DEP Witness Morin’s ROE model results and recommendations. In his
Surrebuttal Testimony, Witness Baudino responded to Witness Morin and Coyne’s views
regarding his Direct Testimony.

DCA Witness Rothschild’s Direct Testimony recommended an ROE range of

8.48% to 9.39%, as well as a specific point within that range of 8.71%, based upon the
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same proxy group utilized by DEP Witness Morin. Tr. 902.9:13-902.11:11. Witness
Rothschild employed the DCF model (two variations) and the CAPM (eight variations),
the results of which indicated that DEP’s ROE ranged from 8.48% to 9.39% (midpoint of
8.93%). Id. His ROE point recommendation of 8.71% approximates the midpoint of the
lower end of that range and the midpoint of 8.93%. Id. Witness Rothschild also presented
his views on DEP Witness Morin’s ROE model results, and in his Surrebuttal Testimony,
Witness Rothschild responded to Witness Morin’s views regarding his Direct Testimony.
DoD/FEA Witness Walters’s Direct Testimony recommended an ROE of 9.45%,
based upon the same proxy group utilized by DEP Witness Morin. Tr. 914.4:17-20; Tr.
914.28:5. Witness Walters employed the DCF model (three variations), a CAPM
analysis, and a risk premium model. Tr. 914.2323-914.24:2. As a result of his analysis,
Witness Walters estimated that DEP’s ROE ranged from 8.9% to 10.0%. Tr. 914.55:1-4.
He selected a point recommendation of 9.45%, which is the midpoint of that range. Id.
Witness Walters also presented his views on DEP Witness Morin’s ROE model results
and recommendations. In his Surrebuttal Testimony, Witness Walters responded to

Witness Morin’s views regarding his Direct Testimony.

Walmart Witness Perry’s Direct Testimony analyzed S&P Global data regarding
authorized ROEs from 2019 through November 2022. Her testimony indicates that the
average ROE authorized during this period is 9.46%. Tr. 968.13:5-20. The average
authorized ROE, considering only vertically integrated electric utilities, is 9.59%. Id.

The Settlement Agreement establishes the Parties’ agreement that a 9.6% ROE is
an acceptable compromise of the Parties’ varying views on the appropriate ROE to be

utilized in order to set just and reasonable rates in this case.
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Commission Discussion

The baseline for establishment of an appropriate rate of return on common equity
is the constitutional constraints established by the decisions of the United States Supreme
Court in Bluefield Water Works & Improvement Co. v. Pub. Serv. Comm’n of W. Va., 262
U.S. 679 (1923) (Bluefield), and Fed. Power Comm’n v. Hope Nat. Gas Co., 320 U.S.
591 (1944) (Hope), which establish that ROE should be set at a level (i) commensurate
with returns on investments in other firms having corresponding risks; (ii) sufficient to
assure confidence in DEP’s financial integrity; and (iii) sufficient to maintain DEP’s
creditworthiness and ability to attract capital on reasonable terms.

The Commission must balance the interests of the using and consuming public
with that of the utility appearing before it. The Commission’s determination of a fair rate
of return must be based on reliable and probative evidence in the record. The
Commission is bound by the parameters of evidence in the record, and hereby carefully
evaluates the evidence submitted in this case as to the ROE the Company should be
authorized the opportunity to earn.

In this case, after consideration of the evidence in the whole record, the
Commission concludes that it is just and reasonable and a fair balancing of the interests of
the Company and its customers to approve the ROE of 9.6% as set out in the Settlement
Agreement. Hearing Exhibit No. 6, p. 7 (Settlement Agreement). An ROE of 9.6% is
supported by the record evidence before the Commission, as it is within the ranges of
ROE estimates recommended by Witnesses Morin and Walters, and only slightly higher
than the ranges estimated by Witnesses Baudino and Rothschild.

As such, an ROE of 9.6% is a reasonable compromise in this proceeding, and the
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result is — in consideration of all factors — in the public interest.
B. CAPITAL STRUCTURE
Summary of the Evidence

In its Application, the Company requested that its rates be set based upon a capital
structure of 53% equity and 47% long-term debt, as recommended by DEP Witness
Newlin. Tr. 860.2:14-17. Witness Newlin indicated in his Direct Testimony that this
capital structure was optimal for the Company and balanced the needs of DEP and its
customers. Id.

In her Direct Testimony, ORS Witness McGlone recommended that the
Company’s capital structure be set at the level of 52.43% common equity and 47.57%
long-term debt, which was DEP’s actual capital structure as of August 31, 2022. Tr. 860.6:1-
3. DoD/FEA Witness Walters and DCA Witness Rothschild approached the capital
structure with reference to a comparison of capital structures of the 23 utility holding
companies in Witness Morin’s proxy group, although their ultimate recommendations
differed — Witness Walters recommended a capital structure of 52% equity and 48%
long-term debt, while Witness Rothschild recommended 43.12% equity and 56.88%
long-term debt. Tr. 914.4:20-22; Tr. 902.8:13-14. DoD/FEA Witness Walters also referred
to a comparison of the national average and median capital structure for electric utilities
approved by regulatory commissions over the last several years.

The Settlement Agreement establishes the Parties’ agreement that a capital
structure consisting of 52.43% equity and 47.57% long-term debt is an acceptable
compromise of the Parties’ varying views on the appropriate capital structure to be

utilized in order to set just and reasonable rates in this case.
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Commission Discussion

The Settlement Agreement incorporates a capital structure that includes 52.43%
equity and 47.57% long-term debt. Hearing Exhibit No. 6, pp. 7-9 (Settlement
Agreement). All Parties support this capital structure within the context of the Settlement
Agreement. The evidence of record supports this capital structure. It is within the range
of capital structures included in the recommendations of the expert witnesses in this case
and is identical to the recommendation of ORS Witness McGlone. It also reflects the
actual capital structure of the Company as of August 31, 2022. After consideration of the
evidence in the record, the Commission concludes that it is just and reasonable to approve
the capital structure of 52.43% equity and 47.57% long-term debt as set out in the
Settlement Agreement.

C. COST OF DEBT

Summary of the Evidence and Commission Discussion

The testimony of Witnesses Newlin, McGlone, and Rothschild all note that the
Company’s cost of debt is 3.77%. Hearing Exhibit No. 6, p. 7 (Settlement Agreement).
No witness refuted the cost of debt in testimony. In addition, the Settlement Agreement
establishes the Parties’ agreement that a 3.77% cost of debt is appropriate in order to set
just and reasonable rates in this case. Id. The evidence of record is uncontested, and the
Parties all agree as evidenced by the terms of the Settlement Agreement. The
Commission, therefore, approves the cost of debt of 3.77% as set out in the Settlement

Agreement.
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D. OVERALL RATE OF RETURN (ROR)
Summary of the Evidence and Commission Discussion
Based upon an ROE of 9.6%, a capital structure of 52.43% equity and 47.57%
long-term debt, and a cost of debt of 3.77%, the overall ROR agreed to in the Settlement
Agreement of 6.83% is also approved by the Commission. Hearing Exhibit No. 6, p. 21
and p. 7 (Settlement Agreement). This overall ROR will result in just and reasonable rates

that are fair to the Company, ratepayers, and is in the public interest.

EVIDENCE AND CONCLUSI FOR FINDI FFACT . 18-20

(Excess Deferred Income Tax Mitigation)

The evidence in support of the findings of fact are found in the verified
Application, Settlement Agreement, pleadings, the Testimony and Exhibits of DEP
Witness Elliott (Direct, Rebuttal and settlement); ORS Witness Hyatt (Direct), and the
entire record in this proceeding.

In the Company’s last general rate case, the Commission approved the Company’s
request to flow back five categories of benefits resulting from the Tax Cuts and Jobs Act
of 2017 to customers through an EDIT Rider. Order 2019-341, p. 110. Specifically,
pursuant to the 2019 Settlement, the Commission permitted the Company to flow back to
customers through the EDIT Rider the following five categories of benefits for
customers: (1) Federal EDIT — Protected; (2) Federal EDIT — Unprotected, PP&E-
related; (3) Federal EDIT — Unprotected, non-PP&E-related; (4) Deferred Revenue; and
(5) North Carolina EDIT. Id. The Commission also required the Company to file
annual updates to its EDIT Rider by March 31 for rider rates effective June 1. Id.

In its Application, the Company proposed to continue the annual EDIT Rider
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updates for the following three categories of benefits: (1) Federal EDIT — Protected; (2)
Federal EDIT — Unprotected PP&E-related; (3) Federal EDIT — Unprotected, non-PP&E-
related. Tr. 768.34:11-14. Additionally, in order to mitigate the impact of the base rate
increase to customers and to allow the appropriate revenue recovery, the Company
proposed to flow back to customers on an accelerated basis, Federal unprotected EDIT
associated with PP&E.” Tr. 768.34:20-768.35:1. Specifically, the Company proposed to
flow back the remaining portion of federal unprotected PP&E-related EDIT to customers
over 2.17 years (26 months), beginning April 1, 2023. Tr. 768.35:7-10. This proposal
reduced the number of years of amortization for federal unprotected EDIT associated
with PP&E from 20 years® to 6.6 years and changed the annual EDIT revenue
requirement to approximately $27,429,000. Hearing Exhibit 10. Tr. 768.36:1-2; Tr.
774.29:6-7. Company Witness Elliott asserted that the proposed change to the EDIT
Rider was beneficial to customers because it partially offset the annual base rate increase
by approximately $20,990,000. Tr. 768.9:13-15; Tr. 768.36:9-10; Tr. 774.29:7-9. In his
Direct Testimony, ORS Witness Hyatt recommended that the Commission accept the
Company’s proposed accelerated flow back of the Federal unprotected EDIT associated
with PP&E. Tr. 1032.6:12-13.

Pursuant to the Settlement Agreement, the Company agrees to accelerate the flow

back of federal unprotected PP&E-related EDIT to customers beginning on April 1, 2023.

7 The Company did not propose to accelerate the return on Federal protected EDIT associated with PP&E
or Federal unprotected non-PP&E-related EDIT.

8 In the Company’s last general rate case, the Commission approved the Company’s proposal to flow back
this portion of the Federal EDIT to customers over a 20-year period.
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Hearing Exhibit No. 6, p. 8 (Settlement Agreement). As explained in Company Witness
Elliott’s Settlement Testimony, the Settlement Agreement reduces the original
amortization period from 20 years to 6.6 years. Tr. 776.5:4-6. Elliott Settlement Exhibits
2 and 3, included in Attachment A to the Settlement Agreement (Hearing Exhibit No. 6,
pp. 50-53), update the Company’s proposed EDIT Rider to reflect the terms of the
Settlement Agreement. Tr. 776.8:7-776.9. The total impact of the modifications results in
an annual decrease of approximately $16.4 million in customer rates. Tr. 776.9:17-19.
Witness Elliott testified that the annual EDIT Rider decrease will partially offset the
annual base rate increase until the total Federal unprotected PP&E-related EDIT balance is
fully flowed back to customers, which is expected to occur at the end of 2025. Tr.
776.5:6-8.

With the exception of the modifications agreed to by the Company in the
Settlement Agreement, no party has objected to the flowback period embedded in the
EDIT Rider proposal, and the Commission approves it, as modified by the Settlement
Agreement, for the reasons outlined above. Hearing Exhibit No. 6, pp. 7-9 (Settlement
Agreement).The Company’s proposed EDIT Rider is just and reasonable and will result in
rates that are just and reasonable and should be implemented. As shown in Hearing
Exhibit No. 6, pp. 51-53, the appropriate annual revenue requirement for the EDIT Rider
is an annual decrease of $16,426,000. The Company shall continue to file the EDIT Rider
amounts, along with the spread to the classes and derivation of the rate, for each
subsequent year with the Commission in this docket by March 31, for rider rates effective
June 1. The Commission finds that the EDIT Rider, as modified by the Settlement

Agreement, is just, reasonable and in the public interest.
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EVIDENCE AND LUSI FOR FINDI FFACT . 21-2

(Coal Ash Basin Closure Expense Adjustments — Coal Ash Regulatory Asset)

The evidence supporting these findings of fact is found in the verified
Application; the Settlement Agreement; the Testimony and Exhibits of DEP Witnesses
Elliott (Direct, Supplemental Direct, Second Supplemental Direct, Rebuttal, and
settlement), Bednarcik (Direct and Rebuttal), Williams (Direct and Rebuttal), Rokoff
(Direct and Rebuttal) and Fetter (Direct and Rebuttal); ORS Witnesses Seaman-Huynh
(Direct and Surrebuttal) and Wittliff (Direct and Surrebuttal); and DCA Witness Borden
(Direct and Surrebuttal); and the entire record in this proceeding.
Summary of the Evidence

In the Company’s Direct case, it sought recovery of approximately $107,554,000°
on a South Carolina retail basis incurred through August 31, 2022, in costs necessary to
close its coal combustion residual (CCR) surface impoundments (CCR Costs). CCR, a
byproduct of burning coal to produce electric power, is also referred to as “coal ash.” Tr.
828.15:13. The Company’s surface impoundments include ten coal ash basins located at
DEP’s coal-fired generation sites (both active and retired): the Robinson Ash Basin in
South Carolina, and in North Carolina the East Ash Basin at Roxboro, the West Ash Basin
at Roxboro, the Mayo Ash Basin, the Weatherspoon Ash Basin, the H.F. Lee Active Ash
Basin, the Asheville 1964 Ash Basin, the Asheville 1982 Ash Basin, the Sutton 1971 Ash
Basin, and the Sutton 1984 Ash Basin. Tr. 828.35:4-828.69:17. The focus of the testimony

in this case from the Company, ORS, and other intervenors is with respect to these basins.

% Revised to $106,836,000 in the Company’s Supplemental filing.
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The Company’s Direct case, principally through the testimony of Witness
Bednarcik, describes the activities undertaken by DEP to close the CCR impoundments at
issue and the costs associated with those activities. Tr. 828.35:4-828.69:17. Her testimony
sets forth the Company’s view that the costs were prudently incurred and recoverable, and
this view is supported by the additional Testimony and Exhibits of Witnesses Williams,
Rokoff, and Fetter. See generally Bednarcik Direct, Williams Direct, Rokoff Direct, and
Fetter Direct.

ORS, through the Direct Testimony of Witnesses Seaman-Huynh and Wittliff,
presented its view that a portion of the CCR Costs were incremental to the Federal CCR
Rule, and were incurred as a result of the Company’s obligation to comply with North
Carolina laws and regulations, principally North Carolina’s Coal Ash Management Act
(CAMA). See generally Seaman-Huynh Direct, Wittliff Direct. Witnesses Seaman-
Huynh and Wittliff recommended that the Commission disallow costs they viewed as
being incurred in connection with CAMA compliance. According to the figures in Table
5 of Witness Wittliff’s Direct Testimony, the disallowance is approximately 46% of the
Company’s requested recovery. Tr. 1030.4:2-4; Tr. 1028.63:1-8.

DCA, through the Direct Testimony of Witness Borden, did not present a
specific disallowance amount, but encouraged the Commission to assess whether the
Company should recover any of its CCR Costs. Tr. 906.4:13-18. Witness Borden further
testified that if the Commission allowed the Company to recover its CCR Costs, then
the DCA recommended that the Commission allow the Company to either (1) recover

its CCR Costs without a return or (2) earn a return based on the seven-year treasury

rate (3.87%). Tr. 906.18: 5-20.
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Nucor Steel Witness LaConte focused her testimony on the amortization period
proposed by the Company for CCR Costs but did not take a position on what costs the
Company should be allowed to recover. Tr. 928.7:1-18. Witness LaConte
recommended that the Company, at a minimum, extend the amortization period to 20
years. Tr. 928.8:6-18. Witness LaConte further recommended that should the
Commission decide that “there should be a greater sharing of CCR costs between DEP
and ratepayers, the Commission should allow DEP to earn a return at its weighted
average cost of long-term debt on the unamortized balance[].” Tr. 928.6:10-15.

The Rebuttal Testimony of Company Witnesses Bednarcik, Williams, Rokoff,
and Fetter responded to the Testimony of ORS Witnesses Seaman-Huynh and Wittliff as
well as DCA Witness Borden, and, in turn, those Witnesses’ Surrebuttal Testimony
responded to the Company Witnesses’ Rebuttal. See generally Bednarcik Rebuttal,
Williams Rebuttal, Rokoff Rebuttal, and Fetter Rebuttal.

In the Settlement Agreement, the Settling Parties agreed to the following:

e As set forth in Section B Paragraph 11 of the Settlement Agreement, the
Company agreed to a permanent, one-time $50,000,000 disallowance on a
South Carolina retail basis of CCR Costs incurred through August 31, 2022.
Hearing Exhibit No. 6, p. 9 (Settlement Agreement).

e As set forth in Section B Paragraph 12 of the Settlement Agreement, the
Company agreed that in addition to the $50,000,000 permanent one-time
disallowance referenced in the Section B, Paragraph 11 of the Settlement
Agreement, the Company would permanently forego recovery in any future

cases of any remaining coal ash costs sought by DEP but not allowed for
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recovery by the Commission in DEP’s prior rate case, Docket No. 2018-318-

E. Id

e As set forth in Section B Paragraphs 13-15 of the Settlement Agreement,'”

the Settling Parties further agreed as follows:

o Subject to Section B Paragraphs 11 and 12, the Company will

continue deferred accounting treatment for CCR Costs, which will
include a debt return only, at the most recent Commission approved
debt rate for the deferral period and rate base treatment during the
amortization period, and the deferral will be subject to a review for
reasonableness and prudency in the next general rate proceeding.

Hearing Exhibit No. 6, p. 9 (Settlement Agreement).

Other than the permanently disallowed costs identified Section B
Paragraphs 11 and 12, the disallowance of CCR Costs is solely
related to the Settlement Agreement and shall have no precedential
effect on the recoverability of CCR Costs or the continuation of
deferral accounting treatment in future proceedings, and the Settling
Parties reserve their rights on any other legal issues or to advance

any other positions on coal ash in future cases. Id.

That the Parties would engage in good faith negotiations prior to

January 1, 2030, to resolve all issues and claims in connection with

10 Hearing Exhibit No. 6, pp. 9-10 (Settlement Agreenent).
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CCR Costs incurred by the Company after February 28, 2030,
which shall not have any precedential effect and shall not impact
or limit, in any way, a Settling Party’s ability to advance in future
proceedings any legal arguments, theories, positions, etc. regarding
CCR Costs; and this provision does not place any obligation upon
any Settling Party to resolve those issues and claims in a future
proceeding, and each Settling Party maintains complete discretion
to approve or reject any proposed settlement for those issues and
claims in a future proceeding.
Commission Discussion
The Parties held widely divergent views as to the nature of CCR Costs and the
propriety of recovery of those costs. The Parties addressed their divergent views in a
comprehensive fashion and arrived at a compromise position in this proceeding, without
prejudice (other than as specifically set forth in their Agreement) to their ability in a
future case to put forth their views as they existed prior to their compromise for the
purpose of settling this case. In this case, after consideration of the evidence on the
whole record, the Commission concludes that it is just and reasonable and a fair
balancing of the interests of the Company and its customers to approve the Settlement
Agreement with respect to the CCR Costs. The result of this Agreement on this issue is in
the public interest.
The Commission finds and concludes it is just and reasonable in light of all the
evidence presented that the Company shall recognize a permanent, one-time

$50,000,000 disallowance on a South Carolina retail basis of CCR Costs incurred through
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August 2022 associated with ORS Witness Wittliff’s recommended adjustments; that,
in addition to the $50,000,000 disallowance of CCR Costs, the Company shall
permanently forego recovery in any future cases of any remaining CCR Costs sought by
the Company but not allowed for recovery by the Commission in Docket No. 2018-318-
E; that the Company is authorized to continue deferred accounting treatment for its CCR
Costs, with the deferral period to include a debt return only at the most recent
Commission-approved debt rate, followed by rate base treatment during the amortization
period; that the deferral will be subject to a review for reasonableness and prudency in the
Company’s next general rate proceeding; that the disallowance of CCR Costs is solely
related to this Settlement Agreement and shall have no precedential effect on the
recoverability of CCR Costs or the continuation of deferral accounting treatment in future
proceedings and that the Parties reserve all rights to advance any and all legal positions
regarding CCR Costs in future proceedings; and that prior to January 1, 2030, the
Settling Parties shall engage in good faith negotiations to resolve all issues and claims in
connection with CCR Costs incurred by the Company after February 28, 2030.

EVIDENCE AND LUSI FOR FINDI FFACT NO. 27

(Expense Adjustments)

The evidence supporting this finding of fact is found in the verified Application;
the Settlement Agreement; the Testimony and Exhibits of DEP Witnesses Callahan
(Settlement) Elliott (Direct, Supplemental Direct, Second Supplemental Direct, Rebuttal,
and Settlement), Ray (Rebuttal), Riley (Direct and Rebuttal), Spanos (Direct and
Surrebuttal) Stewart (Direct), Turner (Direct and Rebuttal); ORS Witnesses Bickley

(Direct), Briseno (Direct and Revised Surrebuttal), Hipp (Settlement), Rabon (Direct)
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Sandonato (Direct); Seaman-Huynh (Direct and Surrebuttal), Wittliff (Direct and
Surrebuttal); Nucor Witness LaConte (Direct); and DCA Witness Borden (Direct and
Surrebuttal); and the entire record in this proceeding.

The Settling Parties reached a Settlement Agreement with respect to the expense
adjustment issues presented by the Company’s Application, including those arising from
the Supplemental and Rebuttal testimony and exhibits. The Settlement Agreement
provides that with the exception of the expense adjustments outlined in Section B
Paragraphs 16-35 of the Settlement Agreement (Hearing Exhibit No. 6, pp. 10-16), all
Parties agree to all other expense adjustments as recommended by ORS, and all other
necessary fallout adjustments that changed due to the Settlement Agreement. Settlement
Agreement at Section B Paragraph 36. Hearing Exhibit No. 6, pp. 10-16 (Settlement
Agreement). The Settling Parties further agreed that the proposed accounting and pro
forma adjustments appended to the Settlement Agreement as Attachment A are fair and
reasonable and should be adopted by the Commission for ratemaking and reporting
purposes. Settlement Agreement at Section B Paragraph 37. Hearing Exhibit No. 6, p. 17
(Settlement Agreement). The Commission finds that the terms of the Settlement
Agreement relating to the Expense Adjustments in Paragraphs 16 through 37 (Hearing
Exhibit No. 6, pp. 10-17) are a fair and reasonable resolution of these issues and the result of
compromise among the Settling Parties and are therefore approved. The expense

adjustments outlined in Section B Paragraphs 16 through 35 of the Settlement
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Agreement,'! and our findings and conclusions related to those specific adjustments, are
discussed in more detail below.
Coal Inventory

As part of the Company’s pro forma adjustments, DEP Witness Rachel Elliott
included an adjustment to increase the Company’s coal inventory at the end of the Test
Period to reflect a targeted 40-day full load burn (FLB) for each of the coal generating
plants. Tr. 768.31:10-14. In his Direct Testimony, ORS Witness Bickley recommended
that the Company’s coal inventory balance be adjusted to reflect a 35-day inventory
based on a 100% FLB, rather than the 40-day inventory based on a 100% FLB requested
by the Company. Tr. 1022.21:5-21.

In her Rebuttal Testimony, Company Witness Turner testified that the Company
made a pro forma adjustment increasing its actual coal inventory at the end of the Test
Period to reflect a targeted 40-day 100% FLB because it is prudent to continue to operate
under the currently approved 40 days full load burn inventory target to ensure adequate
coal supply for the benefit of customers. Tr. 888.5:5-7. Witness Turner stated that the
ORS’s recommendation fails to contemplate the factors that impact a reliable fuel
supply—including delivery and/or supply risks and volatility in coal generation demand.
Tr. 888.4:17-19. She concluded that a 40-day FLB inventory target allows DEP’s coal
plants to provide a fuel-secure source of generation in the event of supply disruptions. Tr.

888.2:20-22.

! Hearing Exhibit No. 6, pp. 10-16 (Settlement Agreement).
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In his Surrebuttal Testimony, ORS Witness Bickley reiterated that customers
should not pay for a 40-day FLB target that does not align with the Company’s actual
performance data. Tr. 1054.11: 9--1054.12:22.

Section B Paragraph 17 of the Settlement Agreement provides that the Parties
accept the ORS recommendation to limit coal inventory in base rates to 35 days for
ratemaking purposes. Company Witness Callahan and ORS Witness Hipp supported this
provision through their Testimony in support of the Settlement Agreement. Tr. 649.5:6-9;
Tr. 983.2:14-983.3:8.

Commission Discussion

No other party offered any evidence addressing this issue. The Commission finds
and concludes it is just and reasonable in light of all the evidence presented, for purposes
of this proceeding, that the Company limit coal inventory in base rates to 35 days for
ratemaking purposes as described in the Direct Testimony of ORS Witness Bickley.
End-of-Life Nuclear Reserve Adjustment

As part of the Company’s pro forma adjustments, DEP Witness Rachel Elliott
included an adjustment to the Company’s end-of-life nuclear reserve associated with
nuclear materials and supplies and nuclear fuel. Tr. 768.19:4-10. In his Direct Testimony,
ORS Witness Bickley noted the Company included a nuclear fuel escalation rate of 2%.
Tr. 1022.5: 17-1022.6:10. Witness Bickley recommended removal of the 2% nuclear
fuel annual escalation rate because it is based solely on an estimate and is therefore not
known and measurable nor did the Company provide an adequate basis to include the
escalation rate in nuclear fuel cost in the end-of-life nuclear reserve. Tr. 1022.8:15-

1022.9:10.
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In their Rebuttal Testimony, Company Witnesses Ray and Elliott testified that the
approach of averaging recent historical variation in nuclear fuel costs to apply a 2%
escalation to such costs in future years is reasonable and conservative and allows the
customers who are currently served by and benefit from the nuclear units to pay for end-
of-life costs over a period of time to avoid a significant increase in costs as the nuclear
units are retired. Tr. 864.3:3-5.

In Surrebuttal Testimony, ORS Witness Bickley raised the potential for nuclear
fuel prices to remain the same or decrease in the future and noted that the annual
amortization expense can be reviewed and adjusted if needed based on updated estimated
end-of-life costs in future general rate case proceedings. Witness Bickley stated that the
escalation is not known and measurable and therefore should be disallowed. Tr. 1054.3:3-
1054.6:2.

Section B Paragraph 18 of the Settlement Agreement provides that the Parties
accept the ORS recommendation to remove the fuel escalation factor from the End-of-
Life Nuclear Reserve Adjustment. Company Witness Callahan and ORS Witness Hipp
supported this provision through their testimony in support of the Settlement Agreement.
Tr. 649.5:6-9; Tr. 983.1:13-983.2:13; 983.5:5-8.

Commission Discussion

No other party offered any evidence addressing this issue. The Commission finds
and concludes it is just and reasonable in light of all the evidence presented, for purposes
of this proceeding, that the Company should remove the fuel escalation factor from the
End-of-Life Nuclear Reserve Adjustment as described in the Direct Testimony of ORS

Witness Bickley.
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Board of Director Expenses

ORS Witness Rabon testified in support of ORS Adjustment 33, which
recommends a disallowance of 50% of the Company’s costs associated with Duke
Energy Corporation’s (Duke Energy) Board of Directors compensation, 50% of expenses
associated with directors and officers liability insurance, and 50% of all remaining Board
of Director expenses (except for aviation costs). Tr. 1034.6:20-23. ORS Witness Rabon
acknowledged that members of the Company’s Board of Directors have “responsibilities
to meet the needs of both shareholders and customers.” Tr. 1034.7:7-8. As such, ORS
Witness Rabon testified that ORS’ Adjustment 33 is an appropriate allocation of costs
between shareholders and customers because “[i]Jt is not reasonable for customers to
contribute 100% of the revenue requirement” given the duty owed to both customers and
shareholders. Tr. 1034.7:13-14. ORS Witness Rabon cited several other jurisdictions
where “similar adjustments have been recommended and approved . . . .” which include
“New Mexico, Nevada, Connecticut, Arkansas, North Carolina, Oregon, Arizona,

California, Florida, and Washington.” Tr. 1034-12:7-9.

Commission Discussion
Section B, Paragraph 16 of the Settlement Agreement adopts ORS Adjustment 33
in its entirety. All Parties have agreed to support this adjustment. After consideration of
the evidence in the record, the Commission concludes that it is just and reasonable to
approve the disallowance as set out in the Settlement Agreement.
Executive Compensation and Incentive Compensation
Executive Compensation

In its Application, the Company made an adjustment to remove 50% of the base
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salaries and incentives of the top five Duke Energy executives with the highest level of
compensation (i.e., the Chief Executive Officer, Chief Financial Officer, Chief Operating
Officer, Chief Legal Officer, and Duke Energy Carolinas Executive Vice President)
allocated to DEP during the Test Year. Witness Elliott indicated that although the
Company believes these costs are reasonable, prudent, and appropriate to recover from
customers, for purposes of this case, it made an adjustment to this item. Tr. 768.16:8-12;
see also Hearing Exhibit 10, p. 47). However, ORS recommended an adjustment to
remove 50% of the base salary and restricted stock units included in long-term incentives
(LTT) associated with these employees, as well as 50% of the benefits and payroll taxes
associated with the executives’ salaries that the Company did not remove as part of its
adjustment. Tr. 1042.3:14-18. ORS Witness Sullivan testified the additional adjustments
were based on the executives and officer’s fiduciary duty to the Company’s shareholders
and owners; however, as executive compensation provides benefits to shareholders and
customers alike, cost sharing was appropriate. Tr. 1042.4:4-15. Witness Sullivan also
testified that ORS’s adjustment was consistent with prior rulings from the Commission.
Tr. 1042.4:19-1042.5:13. In his Rebuttal Testimony, Company Witness Stewart, while
disagreeing with Witness Sullivan’s reasoning, agreed that for purposes of streamlining
this case, the ORS adjustment was acceptable. Tr. 884.19:3-8. The Company’s
acceptance of the ORS position for purposes of this case is memorialized in Section B
Paragraph 20 of the Settlement Agreement.

ORS also sought in its Direct Testimony to disallow non-qualified pension
expense and executive deferred compensation. (ORS Adjustments 8 and 34; Tr. 1042.12-

1042.20. Company Witness Stewart responded in his Rebuttal Testimony indicating the
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Company’s disagreement with these adjustments and the reasons therefor. Tr. 884.19:20-
884.20:10. However, in Section B Paragraph 19 of the Settlement Agreement, the
Settling Parties agreed, to these adjustments and removal of these costs from the
Company’s cost of service. As indicated in the Settlement Agreement, the Parties agreed
to these concessions for purposes of this case only, and without prejudice to any Party’s
position in future cases.
Incentive Compensation

The Company included in its Application an adjustment to normalize wages and
salaries, related employee benefits costs, and changes in related payroll taxes to reflect
annual levels of costs as of May 31, 2022. The adjustment also restated variable short-
and long-term incentive pay to 2022 target levels. Tr. 768.16:14-18. . A description of
Duke Energy’s compensation philosophy, along with the details of its long-term and
short-term incentive pay programs, including the metrics applicable to both programs,
was presented in the Direct Testimony of DEP Witness Stewart. Tr. 882.8:882.25. The
incentive pay metrics include Earnings Per Share (EPS) and Total Shareholder Return

(TSR), which are tied to the Company’s financial performance and growth.

ORS proposed an adjustment that would exclude the incentive compensation plan
costs associated with the financial metrics tied to EPS and TSR. Tr. 1042.5:18-1042.6:14.
This recommendation was also proposed by DoD/FEA Witness Gorman. Tr.918.14:3-5.
The ORS and DoD/FEA position was principally grounded in these Witnesses’ view that
financial metrics are more aligned to the Company’s shareholders than its customers. Tr.
918.10:19-918.15:24; 1042.11:14-15; 1042.20:18. More specifically, ORS Witness

Sullivan testified that payments for financial goals are not certain, may be influenced by
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factors outside of the Company’s control, should not be borne by customers but rather
through increased shareholder earnings, and the inclusion of these financial metrics in
rates shifts the risk from shareholders to customers. Tr. 1042.11:9-17. Witness Sullivan
also testified that ORS’s recommendations were consistent with prior orders from the
Commission and reflected cost recovery treatment of EPS and TSR for other jurisdictions
in which the Company and other Duke Energy affiliates operate. Tr.1042.15-1042.20.

In his Rebuttal Testimony, Company Witness Stewart took issue with the
recommendations put forth by ORS and DoD/FEA concerning adjustments to incentive
compensation, principally on the grounds that no party had objected to the overall levels
of compensation for the Company’s employees; instead, they second-guess the business
judgment of the Company in designing its compensation system and neither ORS, nor
DoD/FEA explain why their arguments, which were rejected in the last rate case, should
be accepted by the Commission in this case. Tr. 884.2:7-22. Witness Stewart also testified
that both ORS Witness Sullivan and DoD/FEA Witness Gorman assume there is a
divergence of interest between customers and shareholders that automatically makes any
incentive compensation based on the financial performance of the Company,
somehow harmful to customers, an assumption that DEP contends is false. Tr. 884.4:1-6.

Commission Discussion

The Parties, in the Settlement Agreement, have resolved the issue of executive
and incentive compensation in a manner that reflects a reasonable compromise in this
case and will result in rates that are just and reasonable. The Commission finds and
concludes it is just and reasonable in light of all the evidence presented to accept in this

case the expense reductions set forth in Section B Paragraphs 19, 20, and 28 of the
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Settlement Agreement.
Plant and Accumulated Depreciation Updates

In its Application, through Company Witness Elliott’s Exhibit 1 (Hearing Exhibit
No. 10, pp. 1-13), DEP proposed to adjust depreciation and amortization expense by
$12,285,000, income tax expense by ($3,065,000), amortization of investment tax credits
by ($3,000), and accumulated depreciation and amortization by ($12,285,000) to
annualize depreciation expense on plant balances as of December 31, 2021. (Hearing
Exhibit No. 10, pp. 1-13). Company Witness Elliott explained that the depreciation rates
underlying the composite calculations were based on the 2018 Depreciation Study and
2020 Nuclear Depreciation Study filed with the Commission in Docket No. 2021-226-E
and are supported by Company Witness Nicholas Speros. Tr. 768.33:15-18; (Hearing
Exhibit No. 10, pp. 1-13).

In her Supplemental Direct Testimony and Exhibits filed on September 23, 2022,
Company Witness Elliott updated for actual post-test year plant additions through the
capital cut-off of August 31, 2022. Tr. 770.6:4:4-10; Hearing Exhibit No. 10, pp. 245-258.

ORS Witness Radley testified that ORS proposes an additional adjustment to plant
in service, accumulated depreciation and amortization, and depreciation and amortization
expense to account for actual plant additions, retirements, and accumulated depreciation
and amortization as of August 31, 2022. Tr. 1014.3:13-1014.5:28. Specifically, ORS
proposed to adjust depreciation and amortization expense by $14,937,000, income tax
expense by ($3,727,000), amortization of investment tax credits by ($3,000), and
accumulated depreciation and amortization by ($14,937,000) to annualize depreciation

and amortization expense. Tr. 1014.3:20-23. She explained that ORS’s adjustment
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annualized depreciation and amortization on plant balances as of August 31, 2022, to
align with ORS Adjustment 15 regarding post-Test Year additions, retirements, and
accumulated depreciation as of August 31, 2022. Tr. 1014.3:23-1014.4:1. ORS also
proposed an additional adjustment to depreciation and amortization expense to
incorporate the recommendations of ORS Witness Garrett regarding the adjustment of the
Company’s depreciation rates reflected in ORS Adjustment 35. Tr. 1014.4:2-4.

On Rebuttal, Company Witness Elliott disagreed with the ORS’s calculation of
the additional adjustment to accumulated depreciation and amortization for the impact of
annualizing the depreciation and amortization expense, as well as ORS’s underlying
reasons for recommending such adjustment. Tr. 774.1-774.13:9. In Elliott Rebuttal
Exhibit 5 (Hearing Exhibit No. 10, pp. 472-475), Company Witness Elliott provided an
adjustment to accumulated depreciation and amortization of ($4,486,000) for the
annualization of depreciation and amortization expense as of August 31, 2022, using the
12 months ended August 31, 2022. She testified the calculation uses the same
methodology as in the Company’s last North Carolina rate case. Tr. 774.13:10-15

In her Surrebuttal Testimony, ORS Witness Radley stated that ORS disagrees
with Company Witness Elliott’s recommendation to continue DEP’s past and currently
recommended approach to post-Test Year adjustments for plant additions, without a
corresponding adjustment for post-Test Year retirements and accumulated depreciation,
but that ORS accepts Company Witness Elliott’s calculation for the additional adjustment
to accumulated depreciation and amortization for the impact of annualizing depreciation
and amortization expense. Tr. 1050.1:14-1050.2:2.

Section B Paragraph 23 of the Settlement Agreement provides that the Parties
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accept the ORS recommendation in its Revised Surrebuttal Testimony and Exhibits to
update plant and accumulated depreciation inclusive of retirements through August 2022.
Company Witness Callahan and ORS Witness Hipp supported this provision through
their Testimony in support of the Settlement Agreement. Tr. 643:22-644.3; 649.9:1-4;

083.1:13-14; 983.2:3-13; 983.5:6-8.

Commission Discussion

All Parties support this position of the Settlement Agreement and this update
represents a reasonable compromise by the Parties when considered against the
comprehensive resolution this concession helped, in part, to achieve. After consideration
of the evidence in the record, the Commission concludes that it is just and reasonable to
approve the update to plant and accumulated depreciation inclusive of retirements through
August 2022 for ratemaking purposes as described in the Revised Surrebuttal Testimony
of ORS Witness Briseno.

Adjustments Relating to Deferrals
Background On the Company’s Requests for Deferral Accounting

The Company proposed to begin amortizing several deferred costs for which the
Commission had previously granted accounting orders permitting the Company to defer
the costs for consideration for cost recovery in the Company’s next rate case. The
Company requested that the deferrals be included in rate base during the amortization
period and that the Company be permitted to recover its weighted average cost of capital

on the unamortized balance during the amortization period. These specific accounting
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adjustments include deferred costs for the following:

-  DEP Adjustment #19: SC4010 - Amortize Deferred Environmental ARO
(Asset Retirement Obligation) Costs'?

- DEP Adjustment #21: SC5020 - Amortize rate case costs

- DEP Adjustment #22: SC5030 - Amortize deferred environmental non-
ARO costs'?

- DEP Adjustment #23: SC5040 — Amortize Deferred Grid Costs'*
- DEP Adjustment #25: SC5100 — Amortize deferred SC AMI Costs"’

- DEP Adjustment #26: SC5110 - Amortize deferred Asheville
Combined Cycle Costs'®

- DEP Adjustment #27: SC5140 — Amortize deferred S.C. Act No. 62 Costs!”

In addition to the accounting deferrals noted above and already approved for
deferral by the Commission, in its Application, the Company also requested an
accounting order to: (1) continue the deferral for coal ash basin closure compliance costs
after the cut-off date for this rate case of August 31, 2022, discussed further herein; (2)
establish a regulatory asset for the early retired Roxboro Wastewater Treatment Plant for
the remaining net book value, and permission to defer to this regulatory asset any
dismantlement or other related costs, net of salvage, related to the retirement; and (3) to

record to a regulatory asset the incremental increase in depreciation expense resulting

12 Deferral approved in Order No. 2019-341 in Docket No. 2018-318-E. This deferral is addressed
herein in the Evidence and Conclusions for Findings of Fact Nos. 21-27.

Bd.

Hd.

15 Deferral approved in Order No. 2019-454 in Docket No. 2018-205-E and continuation approved in Docket
No.2018-318-E.

16 Deferral approved in Order No. 2020-421 in Docket No. 2020-144-E.

17 Deferral authorized by Section 15 of Act 62.
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from the 2021 Depreciation Study from the effective date of the depreciation rates until
the Company’s next South Carolina general base rate case.'® Application { 38-41; Tr.
768.41:13-21. ORS and Nucor Steel proposed different treatment for the deferrals which
the Company opposed. The general differing positions of the Company and the ORS in
regard to deferrals are summarized below and the final agreed-upon treatment for each
deferral pursuant to the terms of the Settlement Agreement is outlined further herein.
ompany Position on Deferrals

The Company takes the position that it should be allowed to earn a return on its
prudently incurred deferred costs both during the deferral period and during the
amortization period. DEP Witness Riley supported the Company’s position on deferrals
and testified that when utility investors supply the funding for expenditures prior to
recovery from customers, a return is generally permitted on such a regulatory asset until
recovery has occurred. Tr. 866.5:7-14. He explained that recovery of the investment
means the investor receives full cost recovery of each dollar invested. Further, he testified
that the investor would typically receive a return on its investment until the balance has
been recovered to account for the time value of the money to make the investor whole for
its investment. Id., 15-19. Witness Riley explained that to the extent that a utility incurs a
cost of providing service that is unanticipated or at a level that was not recovered in
existing rates, it must utilize its own funds (provided by investors) to pay for such costs.

He testified that typically, operations and maintenance costs that are considered

18 This deferral request was resolved by the Settlement Agreement as discussed in further detail in the
Depreciation section below.
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recoverable from ratepayers are recovered quickly (i.e., in the short-term (within a year)),
as it is the current ratepayers that benefitted from such expenditures/service. Tr. 866.5:20-
866.6:2. If recovery of these costs is deferred to the future (e.g., beyond a year), he
testified that customers are essentially receiving a loan from the utility since, by definition,
these costs are not being recovered in current rates, and the customers will instead pay for
the utility’s expenditure over a period of time rather than at the point the utility incurs the
expenses. Tr. 866.6:2-7. As a result, DEP takes the position that cost deferrals (for costs
deemed prudently incurred) should receive a carrying charge (i.e., a return) to compensate
a utility investor for the use of capital. Id., 7-9. Witness Riley further testified that cost
deferrals are treated in a similar manner as invested capital for ratemaking purposes. Id.,
10-11.

In terms of the cut-off date to be used for the regulatory asset balances, with the
exception of the Act 62 costs,'” the Company calculated the regulatory asset balances
through March 31, 2023, the day before the anticipated rates effective date in this case.
The Company believes that updating the deferred costs through this period more
accurately reflects the total regulatory asset balance to be recovered when new rates
become effective and would be the most accurate basis for setting the appropriate
amortization expense. Tr. 774.19:10-23.

While the Company notes there are no prescribed guidelines for setting

amortization periods, it states that there needs to be a balance and consideration of the

19 The Company stated that it did not include Act 62 costs beyond the capital cut-off in this case because
the balance consists of costs that are not known and measurable. Tr. 774.20:3-4.
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collective impact of amortization periods on both customer rates and the Company’s cash
flow. The Company’s position is that its proposed amortization periods in this case, as
discussed further herein, collectively strike the appropriate balance. Tr. 774.3:2-6.

ORS Position on Deferrals

ORS believes that, in general, utilities should be allowed to use deferral
accounting as a tool in limited situations where the utility clearly demonstrates that: (1)
the costs in question are unusual or extraordinary in nature and (2) absent deferral, the
costs would have a material impact on the utility’s financial condition. Tr. 1012.3:16-19.
Once deferral accounting is authorized, it is ORS’s position that costs considered for
deferral, including deferred carrying costs proposed on those expenditures, should be
based upon and limited to incurred costs. Tr. 1012.3:20-22. Regarding allowances of
carrying costs, ORS does consider the timing of expenditures between rate cases. Tr.
1012.3:22-1012.4:1. Finally, for the costs that are unusual or extraordinary, material and
incurred, the underlying costs included in the deferral must also meet reasonableness and
prudency standards. Tr. 1012.4:1-3

ORS’s recommendation on deferrals in this docket primarily relates to the rate
used to calculate carrying costs during the deferral period. Tr. 1012.4:4-5. The Company
calculated the carrying costs it has requested using the Company’s previously approved
weighted average cost of capital (WACC). The WACC rate includes a cost of debt component
and a cost of equity component. Id., 5-7. Unless otherwise ordered, ORS recommends
that carrying costs during the deferral period should be calculated using the Company’s
previously approved cost of debt rates in effect at the time of the deferrals cost being

incurred and not the WACC rate. ORS recommends excluding the equity return portion of
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the WACC when calculating carrying costs during the deferral period. Id., 7-11. ORS
acknowledges that at the point in time deferrals are included in rates the unamortized
balances may, at the discretion of the Commission, be allowed a full WACC return by
being placed into rate base. Tr. 1012-4:21-1012.5:1.

ORS’s recommendation to exclude the equity component of the WACC rate and
to use the Company’s previously approved cost of debt rate for calculating carrying costs
during the deferral period is based on two principles. Tr. 1012.4:12-14. First, since
deferrals represent costs that are unusual, extraordinary and material in nature, and the
costs included in deferrals occur between rate case filings, it is ORS’s position that
allowing carrying costs at a full WACC rate disincentivizes companies to pursue recovery
of costs through the traditional rate case process in a timely manner, which limits the
ultimate cost to customers. Tr. 1012.4:14-18. Additionally, a carrying cost rate lower than
WACC during the deferral period incentivizes companies to continue to prudently
manage the growing levels of underlying deferred expenditures until the balances are
included in timely rate case applications. ORS acknowledges that at the point in time
deferrals are included in rates the unamortized balances may, at the discretion of the
Commission, be allowed a full WACC return by being placed into rate base. Tr.
1012.4:19-1012.5:1. However, during the deferral period, ORS believes its position
provides effective incentives as discussed above. ORS maintains its position is also
reasonable; it is not less than compensatory for the Company because it receives both a
return of and return on the underlying costs deferred at the Company’s previously
approved cost of debt rate during the deferral period. Tr.1012.5:1-5. Second, ORS argues

that the Company’s previously approved cost of debt rate represents an objective standard



DOCKET NOS. 2022-254-E and 2022-281-E — ORDER NO. 2023-138
MARCH 8, 2023
PAGE 69

for setting a reasonable carrying cost rate to use during the deferral period and is
supported by Generally Accepted Accounting Principles. Id., 6-8. ORS recommends that
carrying costs be calculated using the Company’s previously approved cost of debt, and
not the full cost of capital, during the deferral period and that the Commission not allow
rate base treatment during the amortization period for certain regulatory assets — namely,
S.C. No. Act 62 costs, rate case expenses, and the Roxboro Wastewater Treatment Plant.
Tr. 774.14: 9-15.

ORS also recommended utilizing an August 31, 2022, cut-off for all of the
regulatory asset balances. In his Revised Surrebuttal Testimony, ORS Witness Briseno
stated that ORS has limited the balance of the deferrals to the same point in time as the
capital cut-off (August 31, 2022), which represents an objective point in time to align with
the plant in service and accumulated depreciation updates proposed by ORS in this case.
Tr. 1048.10:11-13. He stated that ORS acknowledges the Company included amounts for
depreciation, property taxes, and carrying costs in its deferral calculations for the months
of September 2022 through March 2023 to correspond with when new rates will go into
effect. He further testified that mathematically speaking, ORS does not take issue with
the Company’s calculations for the months of September 2022 through March 2023, and
that ORS does not object to the Company continuing amortizing the deferrals beyond
ORS’s proposed amortization periods in this case in order to recover the remaining costs
the Company calculated for the months of September 2022 through March 2023, in order

to minimize costs to customers in this case. Tr. 1048.10:14-21.
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ORS generally recommends that the amortization period should align with the life
or remaining life of the underlying assets or for those deferrals not tied to an underlying
asset such as rate case expense and Act 62 costs, for the period over which the expenses
were incurred.

DEP Adjustment #26: SC5110 — Amortize deferred Asheville Combined Cycle
Costs

In Docket No. 2020-144-E, the Company petitioned for approval for regulatory
asset treatment for certain post in service costs being incurred in connection with the
Asheville Combined Cycle (CC) plant, which the Commission approved in Order No.
2020-421. Tr. 768.29:19-21; 768.30:5-6. In its Application in this case, the Company
made a pro forma adjustment to amortize the Asheville CC regulatory asset balance over
a ten-year period, and included the balance, net of one-year of amortization and taxes, in
rate base. Tr. 768.30:11-14. In her Supplemental Direct Testimony, Company Witness
Elliott testified that the Company had updated the Asheville CC deferred balance
amortization to reflect the actual costs and savings through August 31, 2022, noting that
there were no additional plant additions to consider above what was reflected in the
Company’s initial filing. Tr. 770.8:6-10.

In his Direct Testimony, ORS Witness Briseno proposed an adjustment to the
Asheville CC regulatory asset to remove all deferred equity returns included by the

Company in the deferral balance, utilized a cut-off of the deferral balance as of August

20 Nucor Steel Witness LaConte also testified that the costs should be recovered over the same time period as
the asset’s underlying life to be consistent with generational equity, in that, to the maximum extent
possible, the costs should be recovered from customers that benefit from the facilities, consistent with how
utility assets are depreciated. Tr. 928.11.
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2022, calculated the deferred return using the Company’s previously approved cost of
debt, and the 37-year amortization period recommended by ORS Witness Bickley. Tr.
1012.20:8-12. Nucor Witness LaConte also recommended a 37-year amortization period
for this deferral. Tr. 928.6:19-21; 928.13:5-6; 930.7:9-11. The Company opposed these
adjustments for the reasons previously discussed. Tr. 774.14:15-18; 868.4:4-868.9:8. ORS
also adjusted for a small correction the Company identified during discovery related to

incremental operations & maintenance expense, which the Company did not oppose. Tr.

774.6:5-10.

Subsequently, the Settling Parties entered into the Settlement Agreement, which
settled the contested issues between the Parties regarding the Asheville CC regulatory
asset. Section B Paragraph 21 of the Settlement Agreement provides that the Settling
Parties agree that the appropriate amortization period for the Asheville CC regulatory
asset is 37 years, and the deferral will include a debt return only (at the most recent
Commission approved debt rate) for the deferral period and rate base treatment during the
amortization period, and that the deferral will include depreciation, property taxes, and
returns through March 2023.

Commission Discussion

The Commission finds and concludes it is just and reasonable in light of all the
evidence presented that the appropriate amortization period for the deferred expenses for
the Asheville CC Project is 37 years; the deferral shall include a debt return only (at the
most recent Commission approved debt rate) for the deferral period and rate base
treatment during the amortization period; and that the deferral will include depreciation,

property taxes, and returns through March 2023.
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DEP Adjustment #22: SC5030 - Amortize deferred environmental non-ARO
(active) costs

In the Company’s last general rate case, the Commission approved the Company’s
request for continuation of the regulatory asset treatment for the environmental non-ARO
costs related to continued plant operations placed in service on or after January 1, 2019,
with a carrying cost on capital-related costs only. Tr. 768.26:8-16. The Company
included a pro forma adjustment in this case to amortize the balance related to these non-
ARO environmental costs over a three-year period and include the cost of the balance, net
of one year of amortization and taxes, in rate base. Tr. 768.26:21-768.27:2.

ORS Witness Wittliff recalled his testimony in Docket No. 2018-318-E and his
recommendation adopted by the Commission that none of the non-ARO CCR Costs be
disallowed. Tr. 1028.11:12-14. Witness Wittliff further recommended that the non-ARO
CCR Costs incurred by the Company from October 1, 2018, through August 31, 2022, to
close the CCR basins at Plants Roxboro and Mayo be recovered by the Company. Tr.
1028.60:12-14. ORS Witness Seaman-Huynh recommended that the non-ARO regulatory
asset be amortized over a period of seven years. Tr. 1030.5:21-1030.6:2. The Company
agreed with Witness Wittliff’s and Witness Seaman-Huynh’s non-ARO CCR Costs
recommendations.

Nucor Steel Witness LaConte did not take a position on what CCR Costs the
Company should be allowed to recover. Tr. 928.7:16. Instead, Witness LaConte focused
her testimony on the amortization period proposed by the Company. Witness LaConte
noted that the Company proposed to amortize its non-asset retirement obligation coal ash

basin closure costs over three years. Tr. 928.5:16-18. Witness LaConte testified that the
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proposed amortization period was too short and resulted in intergenerational inequity
“whereby customers today would shoulder the burden of paying for CCR costs that are a
result of decades of accumulated coal ash expense by prior customers.” Tr. 928.6:1-4.
Witness LaConte recommended that the Company, at a minimum, extend the
amortization period to 20 years, while earning its full, weighted average cost of capital
return. Id., 5-9. Witness LaConte further recommended that should the Commission
decide that “there should be a greater sharing of CCR costs between DEP and ratepayers,
the Commission should allow DEP to earn a return at its weighted average cost of long-
term debt on the unamortized balance[].” Id.,10-14.

DCA presented the testimony of Eric Borden. Witness Borden encouraged the
Commission to assess whether the Company should recover any of its CCR Costs. Tr.
906.7:29-30; 906.12:14-906.13:6; 906.18:9. Witness Borden testified that if the
Commission allowed the Company to recover its CCR Costs, that it should explore cost
recovery mechanisms other than regulatory asset treatment proposed by the Company.
Tr. 906.7:27-28; 906.13:5-1906.16:14. Witness Borden opined that the Company’s CCR
Costs at its active coal-fired plants were more akin to operation and maintenance expenses
than capital expenditures, and thus not appropriate for regulatory asset accounting
treatment. Tr. 906.7:16-17; 906.15:1-6. Witness Borden recommended that the
Commission allow the Company to either (1) recover its CCR Costs without a return, or
(2) earn a return based on the three-year treasury rate (4.23%). Tr. 906.18:14-16.

The Company opposed these adjustments recommended by the intervenors for the
reasons previously discussed. Subsequently, the Settling Parties entered into the

Settlement Agreement, which settled the contested issues between the Parties regarding
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the non-ARO CCR Costs. Section B Paragraph 22 of the Settlement Agreement provides
that for the CCR non-ARO regulatory asset, the Settling Parties agree that (a) the
Company will increase the amortization period from three (3) years to seven (7) years,
(b) the deferral period will include a debt return only, at the most recent
Commission-approved debt rate, followed by rate base treatment during the amortization
period, and (c) the deferral will include depreciation and return on known investment
balance through March 2023.
Commission Discussion

The Commission finds and concludes it is just and reasonable in light of all the
evidence presented that the Company shall amortize the regulatory asset balance for its
non-ARO CCR Costs. The Company shall earn a debt return only, at the most recent
Commission-approved debt rate, during the deferral period and receive rate base
treatment during the amortization period. The non-ARO CCR Costs deferral shall include
depreciation and return on known investment balance through March 2023.

DEP Adjustment #23: SC5040 - Amortize Deferred Grid Costs

In the Company’s last rate case, the Commission approved regulatory asset
treatment for Grid Improvement Plan (GIP) costs as stipulated by the Company and the
ORS. Tr. 768.27:4-6. In its Application in this case, the Company made a pro forma
adjustment to amortize the Grid Improvement Plan regulatory asset balance over a five-
year period and include the balance, net of one-year of amortization and taxes, in rate
base. Tr. 768.27:17-19. In her Supplemental Direct Testimony, Company Witness Elliott
testified that the Company had updated the Grid Improvement Plan deferred balance

amortization to reflect the actual Grid Improvement Plan costs and plant additions through
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August 31, 2022, and to include an accounting true-up related to 2022 installation
operating and maintenance costs that were inadvertently excluded from the Company’s

initial filing. Tr. 770.7:13-770.8:2.

In his filed Direct Testimony, ORS Witness Briseno proposed an adjustment to the
Grid Improvement Plan regulatory asset to remove all deferred equity returns included by
the Company in the deferral balance, utilized a cut-off of the deferral balance as of
August 2022, calculated the deferred return using the Company’s previously approved cost
of debt, and the 29-year amortization period recommended by ORS Witness Sandonato.
Tr. 1012.18:12-16. Nucor Steel Witness LaConte testified that the expected depreciable
life for DEP’s grid investments ranges from 45-75 years and recommended an
amortization period of 55 years. Tr. 928.12:15-928.13:2. The Company opposed these
adjustments for the reasons previously discussed. Tr. 868.4:14-868.9:8.

Subsequently, the Settling Parties entered into the Settlement Agreement, which
settled the contested issues between the Parties regarding the Grid Improvement Plan
deferred costs. Section B Paragraph 24 of the Settlement Agreement provides that the
Settling Parties agree that the appropriate amortization period for the Grid Improvement
Plant regulatory asset is 17 years and the deferral will include a debt return only (at the
most recent Commission-approved debt rate) for the deferral period and rate base
treatment during the amortization period, and that the deferral will include depreciation,
property taxes, and returns through March 2023. The Settling Parties also agree to the
continuation of the deferred accounting treatment for Grid Improvement Plan investments
until the rates effective date in the Company’s next general rate case and that

Construction Work In Progress for Grid Improvement Plan Investments will not be
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included in rate base in this case. Settlement Agreement at Section B Paragraph 24(d).

On August 24, 2022, the Company requested an extension to the accounting order
for ongoing GIP costs in Docket No. 2022-281-E which is currently pending before this
Commission. As part of the Settlement Agreement, the Settling Parties agree it is
appropriate to consolidate Docket No. 2022-281-E with this docket and to resolve the
Company’s request to continue the Grid Improvement Plan costs deferral in Docket No.
2022-281-E through this Settlement Agreement. Id. The Parties further agreed that grid
investments and any continuation of deferral accounting treatment will be subject to a
review for reasonableness and prudency in the next general rate proceeding. Settlement
Agreement at Section B Paragraph 24(e). The deferral will include a debt return only (at
the most recent Commission approved debt rate) for the deferral period and rate base
treatment during the amortization period. Id. Finally, the Settling Parties agreed that the
Company will identify, quantify and record to the GIP deferred account incremental
savings to the Company resulting from GIP expenditures that are placed into the
regulatory asset. Settlement Agreement at Section B Paragraph 24(f). These savings may
include, but are not limited to, reductions in operating expenses, improvements in revenue
assurance, increased conservation, and reductions in peak demand. Id.

Commission Discussion

The Commission finds and concludes it is just and reasonable in light of all the
evidence presented that the appropriate amortization period for the deferred expenses for
the Grid Improvement Plan costs is 17 years; the deferral shall include a debt return only
(at the most recent Commission approved debt rate) for the deferral period and rate base

treatment during the amortization period; that the deferral will include depreciation,
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property taxes, and returns through March 2023; the continuation of the deferred
accounting treatment for Grid Improvement Plan investments until the rates effective date
in the Company’s next general rate case is approved; that Construction Work In Progress
for Grid Improvement Plan investments will not be included in rate base in this case; and
that Docket No. 2022-281-E is consolidated with this docket and resolved through this
Settlement Agreement. The Commission further finds that the terms of the Settlement
Agreement as laid out in Section B Paragraph 24(e) and (f) are also just and reasonable in
light of the evidence presented and are therefore approved.

DEP Adjustment #27: SC5140 — Amortize deferred S.C. Act No. 62 Costs

Pursuant to Section 15 of Act 62, DEP recorded expenses incurred to implement
Act 62 in a regulatory asset account. Tr. 768.30:18-19; Tr. 768.31:1-2. In its pro forma
adjustment, the Company proposed to amortize the regulatory asset balance over a three-
year period and included the balance, net of one year of amortization and taxes, in rate base
for a revenue requirement impact of $0.7 million. Tr. 768.31:6-9. In her Supplemental
Direct Testimony, Company Witness Elliott updated the adjustment to reflect the actual
costs incurred from June 1, 2022, through August 31, 2022. Tr. 770.8:11-13. Witness
Elliott testified that the Company did not include Act 62 costs beyond the capital cut-off
in this case because the balance consists of costs that were not known and measurable. Tr.
774.20:3-4.

Witness Briseno testified that the ORS removed approximately $13,000 from the
regulatory asset balance per the Company’s response to discovery issued by ORS, an
adjustment which the Company did not dispute. Tr. 774.6:13-17; 1012.21:1-3. ORS

accepted the Company’s proposed amortization period of three years for Act 62 costs but
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removed the end of the Test Year balance of Act 62 costs from working capital in rate
base and did not include the unamortized balance in rate base. Tr. 1012.21:4-7. The
Company opposes these adjustments for the reasons previously discussed.

As part of the Settlement Agreement, the Settling Parties agreed that the Act 62
expense deferral would not receive rate base treatment during the amortization period and
will not include returns during the deferral period, and that the Act 62 regulatory asset
should be amortized over a period of three years. Settlement Agreement Paragraphs 25(b)
and 25(c).

Commission Discussion

The Commission finds these terms of the Settlement Agreement are a fair and
reasonable resolution of this issue.

DEP Adjustment #21: SC5020 — Amortize rate case costs

In its Application in this case, the Company proposed to amortize over a five-year
period the incremental rate case expenses incurred through May 31, 2022, and projected to
be incurred for this docket, as well as costs incurred after the cut-off in the Company’s last
general rate case which have not been brought forth for recovery. Tr. 768.25:22-768.26:2.
In Supplemental Direct Testimony, Company Witness Elliott updated the adjustment to
reflect actual rate case costs from June 1, 2022, through August 1, 2022, and noted this
update did not impact the total costs projected to be incurred and proposed for recovery
in this rate case from what was filed in the Company’s September 1, 2022 filing. Tr.

770.7:2-6.

ORS Witness Rabon proposed that the Commission limit the recovery of rate case

expenses to the incurred, verified and allowable rate case expenses calculated to be
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$3,414,000 as of the August 31, 2022 cut-off, to be amortized over five years and exclude
the unamortized balance from rate base. Tr. 1034.6:7-11. Company Witness Elliott
responded in Rebuttal Testimony, that if the Commission accepts the ORS proposal, the
Company be permitted to continue to update the amount included with actual expenses
through the hearing in this proceeding and include any costs not included for recovery in
this case in a regulatory asset until recovery can be sought in the Company’s next rate
case. Tr. 774.20:11-16. Witness Elliott also noted that the Company had updated the
adjustment for rate case expense to reflect corrections that needed to be made to the actual
rate case expenses as of August 31, 2022, identified during the discovery process. Tr.
774.7:13-16. As part of the Settlement Agreement, the Settling Parties agreed that the rate
case expense deferral would not receive rate base treatment during the amortization
period and will not include returns during the deferral period, and that the rate case
expense regulatory asset should be amortized over a period of five years. Settlement
Agreement Paragraph 25(b) and 25(c). Additionally, the Settling Parties agreed that the
rate case expenses requested in this case (which include the 2018 rate case expenses not
previously recovered) are limited to actual and prudent expenses verified by the ORS not
to exceed $4,500,000. Settlement Agreement at Section B Paragraph 26.

Commission Discussion

The Commission finds these terms of the Settlement Agreement are a fair and
reasonable resolution of this issue.

DEP Adjustment #25: SC5100 — Amortize deferred SC AMI
Costs

In Docket No. 2018-205-E, the Company petitioned for approval to record to a
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regulatory asset incremental O&M and depreciation expense incurred once the AMI
technology meters were installed, as well as the associated carrying costs on the investment
and on the regulatory asset at its WACC, which the Commission approved. Tr. 768.28:17-
23. In the Company’s last general rate case in Docket No. 2018-318-E, the Company
requested approval to continue regulatory asset treatment for the incremental O&M and
depreciation expense associated with ongoing AMI deployment,?! including the carrying
cost on the investment and on the regulatory asset balance at the WACC, approved in the
case. Tr. 768.28:23—768.29:4. The Commission approved the Company’s request for the
continuation of the AMI regulatory asset with carrying costs on the capital-related costs
only. Tr. 768.29:4-6. In its Application in this case, the Company made a pro forma
adjustment to amortize the South Carolina AMI regulatory asset balance over a three-year
period, and included the cost of capital portion of the balance, net of one-year of
amortization and taxes, in rate base. Id. In her Supplemental Direct Testimony, Company
Witness Elliott testified that the Company had updated the AMI deferred costs
adjustment to reflect the actual South Carolina Advanced Metering Infrastructure plant
additions through August 31, 2022. Tr. 770.8:3-5.

In his filed Direct Testimony, ORS Witness Briseno proposed an adjustment to the

AMI deferral to remove all deferred equity returns included by the Company in the

2l DEP completed its AMI deployment in January 2020. Tr. 842.27:3. Pursuant to Order No. 2019-341,
the Company has provided annual reports on the AMI deployment and associated quantifiable customer
savings. In DEP Witness Guyton’s Testimony, he testified that these reports have served their purpose and
there is no compelling reason to continue to submit them since AMI installation. Id. at 28. Therefore, the
Company requested that the Commission stop the annual reporting requirement. /d. The Commission
agrees that given the completion of the deployment, these reports are no longer needed and DEP is no
longer required to make these annual filings.
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deferral balance, utilize a cut-off of the deferral balance as of August 2022, calculate the
deferred return using the Company’s previously approved cost of debt, and utilize the 15-
year amortization period recommended by ORS Witness Sandonato. Tr. 1012.19:12-16.
The Company opposes these adjustments for the reasons previously discussed.

As part of the Settlement Agreement, the Settling Parties agreed that the AMI
deferral will include a debt only return (at the most recent Commission approved debt
rate) for the deferral period, and rate base treatment during the amortization period, and
that the deferral will include depreciation and return on the known investment balance
through March 2023. Settlement Agreement at Section B Paragraph 25(a). Further, the
Settling Parties agreed that the AMI deferral should be amortized over a period of fifteen
years. Settlement Agreement at Section B Paragraph 25(c).

Commission Discussion

The Commission finds these terms of the Settlement Agreement are a fair and
reasonable resolution of this issue.

DEP Adjustment # 18: SC3090 — Amortize Roxboro Wastewater Treatment
Plant costs :

In its Application, the Company made an accounting request related to the
Roxboro Wastewater Treatment plant. Application, p. 20. In her Direct Testimony,
Company Witness Elliott further explained that the Company’s Roxboro Wastewater
Treatment Plant was retired early, and that the net book value of the plant was not fully
recovered at the time of the retirement. Therefore, the Company requested approval to
reclassify its net book value to an unrecovered plant regulatory asset account. The

Company also requested approval to add to the regulatory asset dismantlement or other
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related costs incurred, net of salvage, related to the retirement. As detailed in pro forma
Adjustment No. SC3090, the Company requested authorization to amortize the remaining
unrecovered plant regulatory asset balance over five years and include the balance in rate
base until it is fully recovered. Tr. 768.22:4-13.

In his Direct Testimony, ORS Witness Bickley testified that DEP proposed an
adjustment of $160,000 for the total revenue requirement impact during the Test Year for
the Roxboro Wastewater Treatment Plant. Tr. 1022.9:11-16. He also testified that the
Company included $1,000,000 in estimates for dismantlement costs, but that there had
been no dismantlement costs incurred by the Company to date. Tr. 1022.11:18-1022.12:3.
He stated that ORS recommends disallowance of the $1,000,000 in dismantlement costs
as the costs are not known and measurable and are estimates of potential future costs. He
further testified that ORS recommends an amortization period of 11 years for the
regulatory asset and for the early retired Roxboro Wastewater Treatment Plant to be
excluded from rate base. Tr. 1022.12:6-10.

In Rebuttal, Company Witness Elliott explained that dismantlement costs of
$1,000,000 on a system basis (approximately $90,000 on a South Carolina retail basis) are
expected to be incurred for the decommissioning and demolition of the Roxboro
Wastewater Treatment Plant bioreactor and associated land restoration costs resulting
from the demolition as noted in Company Witness Julie Turner’s Rebuttal Testimony.
Tr. 774.16:3-7). She further acknowledged that its South Carolina retail amount of the
dismantlement costs of approximately $90,000 is an estimate. However, she testified that
this amount would be trued up in the regulatory asset balance to reflect the actual

dismantlement costs to ensure that only the actual costs incurred are applied against the
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cost of removal reserve fund and that the difference is applied to reduce the regulatory
asset balance to be recovered from customers. Tr. 774.16:18-774.17:1. She testified that if
the Commission were to accept the ORS’s proposed disallowance, the Company would
respectfully request permission to add the actual incurred dismantlement costs to the
regulatory asset balance once those costs have been incurred so they can be properly
applied against the cost of removal funds the Company has already collected to cover
those costs. Tr. 774.17:4-8. She concluded by stating that this Commission and other
state utility commission had approved rate base treatment for unrecovered plant in the
past. Tr. 774.17:9-774.18:19.

In her Rebuttal, Company Witness Turner testified that the Roxboro Wastewater
Treatment Plant had to be replaced to meet state and federal environmental requirements,
and that the Roxboro Wastewater Treatment Plant was a prudent investment. Tr.
888.13:16—888.15:18. She further testified that no one could have reasonably expected
the early retirement. Id. In Surrebuttal, ORS Witness Briseno stated that should the
Commission disagree with ORS’s recommendation and include the Roxboro Wastewater
Treatment Plant regulatory asset in rate base as proposed by the Company, ORS
recommends that the balance included in working capital reflect the removal of the first
year of amortization expense. Tr. 1048.12:12-18.

Section B, Paragraph 27 of the Settlement Agreement provides that the Parties
agree to the ORS’s recommendation to exclude the Roxboro Wastewater Treatment
Facility from rate base, extend the amortization period to 11 years, and remove the
estimated dismantlement costs from the calculation of the amortization expense. Further,

the Settlement Agreement provides that DEP may charge actual dismantlement costs to
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the regulatory asset and continue the amortization until the regulatory asset is fully
amortized, provided the ORS may review the actual dismantlement costs for
reasonableness and prudence in the Company’s next rate case. Company Witness
Callahan and ORS Witness Hipp supported this provision through their testimony in
support of the Settlement Agreement. Tr. 649.5:1-649.7:2; 983.2:16-8.

Commission Discussion

No other party offered any evidence addressing this issue. The Commission finds
and concludes it is just and reasonable in light of all the evidence presented, for purposes
of this proceeding, that the Company exclude the Roxboro Wastewater Treatment
Facility from rate base, extend the amortization period to 11 years and to remove the
estimated dismantlement costs from the calculation of the amortization expense. The
Commission further finds and concludes it is just and reasonable in light of the evidence
presented, for purposes of this proceeding, that DEP be authorized to charge actual
dismantlement costs to the regulatory asset and continue the amortization until the
regulatory asset is fully amortized, provided the ORS may review the actual
dismantlement costs for reasonableness and prudence in the Company’s next rate case.
Depreciation Rates

The evidence supporting Section B Paragraph 29 of the Settlement Agreement is
contained in the testimony and exhibits of DEP Witnesses Spanos, Elliot, and Speros; ORS
Witnesses Garrett and Seaman-Huynh; DoD/FEA Witness Andrews; and the entire record
in this proceeding.

In his Direct Testimony and Exhibits, Company Witness Spanos supported the

Company’s 2018 Depreciation Study, the 2020 Nuclear Depreciation Study, and the 2021
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Depreciation Study. Tr. 876.3:18-21; Hearing Exhibit No. 20. As explained by DEP
Witness Speros, the Company’s rate request in this case was based upon the 2018
Depreciation Study adopted and amended by the North Carolina Utilities Commission
(NCUC) in Docket No. E-2, Sub 1219. Tr. 880.8:1—880.9:8; Hearing Exhibit No. 20, pp.
1333-1340. For nuclear plants, DEP’s request in this case is based upon the depreciation
rates in the 2020 Nuclear Depreciation Study. Tr. 880.8:1-6; Tr. 876.4:17-20; Hearing
Exhibit No. 20, pp. 1341-1465. Additionally, through the Testimony of Witnesses Spanos
and Elliott, DEP requested that the incremental increase in depreciation expense resulting
from the 2021 Depreciation Study be deferred. Tr. 876.4:3-7; 768.43:10-20.

Witness Spanos’ Direct Testimony further explained that the 2021 Depreciation
Study provided the most current annual depreciation accruals related to electric plant in
service for ratemaking purposes as well as the appropriate average service life and net
salvage percentages for each plant account. Tr. 876.5:17-20. In performing the study,
Witness Spanos utilized the straight-line remaining life method of depreciation with the
average service life procedure for all plant assets with the exception of general plant
accounts. Tr. 876.7:1-4. The 2021 Study was performed in a manner consistent with prior
DEP depreciation studies filed with the Commission. Tr. 876.24:6-12.

In his filed Direct Testimony, ORS Witness Garrett recommended the
Commission use and approve the 2021 Depreciation Study with his recommended
changes, arguing that using rates from the 2018 Depreciation Study is obsolete and
should not be the basis of the Company’s depreciation rates. Tr. 1040.7:2-3. Witness
Garrett and ORS Witness Seaman-Huynh testified that the Mayo Unit 1, Roxboro Units 3

and 4, and Roxboro Common facilities retirement dates should not be updated while the



DOCKET NOS. 2022-254-E and 2022-281-E — ORDER NO. 2023-138
MARCH 8, 2023
PAGE 86

retirement dates are pending in proceedings before the NCUC. Tr. 1040.14:10-14; 1030.7:
7:1-11. In his Direct Testimony, ORS Witness Seaman-Huynh argued that there is
“uncertainty on the actual retirement dates” for the Roxboro facilities and that the
retirement dates are subject to change. Tr. 1030.7:1-15. He testified that ORS disagrees
with the Company’s proposal to accelerate the depreciation of the Roxboro Wastewater
Treatment plant and recommends the facility continue to be depreciated over its current
remaining life spans. Id.

ORS Witness Garrett’s Testimony recommended the Commission remove the
Company’s added 2.5% escalation factor for demolition and decommissioning costs and
the 10% contingency factor included in the decommissiéming study. Tr. 1040.16:4-12; Tr.
1040.17:3-5; Tr. 1040.18:18-20. Witness Garrett’s Testimony proposed reduced
depreciation rates for several mass property accounts: 352 (Structures and
Improvements), 356 (Transmission Overhead Conductors and Devices), 364 (Poles,
Towers and Fixtures), 365 (Distribution Overhead Conductors and Devices), 368 (Line
Transformers), and 369 (Services). Witness Garrett based his reduced deprecation rates
on the selection of lowa Curves that he argued better fit the Company’s data. Tr. 1040.24:8-
10; 1040.27:1-4; 1040.29:6-1040.30:2; 1040.30:6-8; 1040.34:6-8; 1040.37:6-10.

Witness Andrews testified on behalf of the DoD/FEA and recommended
adjustments to specified transmission and distribution plant accounts in the 2021
Depreciation Study. Tr. 910.3: 5-13. Witness Andrews also recommended lengthening
the average service lives for accounts 355 (Poles and Fixtures), 356 (Transmission
Overhead Conductors and Devices), 362 (Station Equipment), 364 (Poles, Towers and

Fixtures), 365 (Distribution Overhead Conductors and Devices), 368 (Line
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Transformers), 369 (Services), and 371 (Installations). Tr. 910.16; Table 3; Hearing
Exhibit No. 32. Witness Andrews testified that for each of the proposed adjustments, his
survivor curve better fit the Company’s data. Tr. 910.16: 1-7. Witness Andrews also
recommended the Company adjust its net salvage rates based on the Company’s historical
retirement data from 1979-2021 for accounts 353, 361, 362, 364, 365, and 371. Tr.
910.23: 14-910.24:3. Witness Andrews testified that the updated life span estimates for
Mayo and Roxboro were reasonable. Tr. 910.14: 17-20.

In his Rebuttal Testimony, DEP Witness Spanos responded to ORS and
DoD/FEA’s adjustments and recommendations to certain service life and net salvage
accounts. Tr. 878.2: 12-17. Witness Spanos summarized the mass property adjustments
proposed by the Parties in his Testimony, and he explained his methodology for
calculating the average service lives and net salvage rates in comparison. Tr. 878.14:1-
878.15:9. Witness Spanos cautioned against overreliance on mathematical only
solutions and emphasized the importance of using informed judgement in calculating
the appropriate depreciation rates. Tr. 878.16:3--878.17:7; 878.19:29--878.20:3. He further
explained the reasons for the differences between his proposed depreciation rates and the
adjustments recommended by ORS Witness Garrett and DoD/FEA Witness Andrews. Tr.
878.19:29--878.20:22.

Witness Spanos’ Rebuttal Testimony also responded to ORS’s proposal to use the
previous retirement dates for Mayo Unit 1 and Roxboro Units 3 and 4, testifying that the
updated retirement dates were not “accelerated” as suggested by Witness Garrett, but
instead are consistent with the shorter life spans for coal-fired power plants being

experienced across the industry. Tr. 878.5:1-15. Witness Spanos also testified that
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contingency costs are a standard component of decommissioning studies that are already
imbedded in depreciation rates; therefore, removing contingency costs would create an
intergenerational inequity. Tr. 878.13:4-13.

ORS Witness Seaman-Huynh testified in his Surrebuttal that the retirement dates
for Mayo Unit 1 and Roxboro Units 3 and 4 are speculative due to the Company’s
anticipated 2023 Integrated Resource Plan filing and should not be changed. Tr. 1060.5:
3-11. In his Surrebuttal Testimony, ORS Witness Garrett testified, consistent with his
Direct Testimony, that contingency costs should not be included in rates. Tr. 1068.4: 9-
16. Witness Garrett further testified that his service life estimates applied the appropriate
relevant factors. Witness Garrett disagreed with DEP Witness Spanos’ Testimony that
removing contingency costs would create intergenerational inequity, and he disputed
the Company’s claim that he relied exclusively upon mathematical solutions when
estimating service lives. Tr.1068.5: 10-18. In his Surrebuttal Testimony, DoD/FEA
Witness Andrews explained that his service life and net salvage rate adjustments were
reasonable and in line with widely accepted depreciation methods, and that his net
salvage adjustments were in line with the Company’s historical net salvage rate averages.
Tr.912.4: 8-16; 912.6: 1-7.

Section B Paragraph 29 of the Settlement Agreement provides that the 2021
Depreciation Study be accepted for ratemaking purposes and that DEP shall not establish
a regulatory asset to record the 2021 Depreciation Study’s incremental impact. The
Settlement Agreement also provides the Company accept the ORS recommended
adjustments to the 2021 Depreciation Study for Accounts 364, 365, 368, and 369, accept

the retirement date of 2033 for the Roxboro common facilities, and remove the escalation
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rate of 2.5%. In turn, the Settlement Agreement provides the ORS accept the Company’s
adjustments to the 2021 Depreciation Study for Accounts 352 and 356, Mayo Unit I,
Roxboro Units 3 and 4, and contingency.

Commission Discussion

No other party offered any evidence addressing these issues. The Commission
finds and concludes Section B Paragraph 29 of the Settlement Agreement to be just and
reasonable in light of all the evidence presented.

Storm Costs and Storm Reserve Fund

As reflected in Witness Elliott’s Direct Testimony Exhibits (Hearing Exhibit No.
10, pp. 1-243), and noted by ORS Witness Bickley, the Company proposed to normalize
storm restoration costs using a five-year range (2017-2021) of storm costs, removing the
highest and lowest storm years, and including the average of the remaining three years to
determine the adjustment. Tr. 1022.22: 1-7. Hearing Exhibit No. 4, p. 283.

In addressing the normalization of storm costs, Witness Bickley’s Direct
Testimony presented ORS’s recommendation that storm costs be normalized using a ten-
year time period (2012-2021), removing the highest and lowest values, resulting in an
average of the remaining eight years. Tr. 1022.23:1-19. ORS’s recommendation removed
storm costs identified by the Company as those which would be sought for recovery
through the Storm Securitization Docket (Docket No. 2022-256-E) Id.

In her Rebuttal Testimony, DEP Witness Elliott points to the increases in costs for
contract labor over the last ten years, and interpreted ORS’s Testimony as implying that
the Company should be able to hire contract workers for the same hourly rate in 2022 as

it did in 2012 and, for that reason, the Commission should reject ORS’s recommendation.
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Tr. 774.26:9-21. She also noted that the methodology proposed by the Company was the
same as included in the Stipulation between ORS and the Company adopted by the
Commission in Order No. 2019-341. Tr. 774.25: 19-774.26:1.

In his Surrebuttal Testimony, ORS Witness Bickley stated that ORS’s
recommendation was based on the Company’s actual and observed historical costs to
establish a normalized level of storm costs that appropriately reflects future levels of costs
for the Company. Tr. 1054.14:19-21. Moreover, the Stipulation as adopted as part of
Order No. 2019-341 is not precedential for the purposes of subsequent rate cases, nor did
it serve as sufficient justification to continue using that methodology in the instant
proceeding. Tr. 1054.14:22-1054.15:1.

In his Direct Testimony, DEP Witness Bickley stated that the Company proposed to
establish a Storm Reserve that includes $3,000,000 in annual collections per year from
customers with a year of collections net of accumulated deferred income taxes to be
included within rate base as a regulatory liability, as well as a Storm Reserve Limit of
$50,000,000. Tr. 1022.24:1-5.

ORS Witness Bickley noted in his Direct Testimony that ORS, upon reviewing
the Company’s proposal, did not object to the establishment of a Storm Reserve that
contained sufficient customer protections, supported continued service reliability, and
contained reasonable guidelines for how the Storm Reserve was managed by the
Company. Tr. 1022.28:18-20. Witness Bickley outlined six consumer protection
recommendations that the Storm Reserve proposed by the Company should include. Tr.
1022.29:4--1022.30:19.

Section B Paragraph 30 of the Settlement Agreement provides that the Settling
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Parties accept the Company’s proposal to normalize storm costs over a five-year period.
The Settlement Agreement also provides, at Section B Paragraph 31, that the Settling
Parties agree to accept the Company’s recommendation to establish a storm reserve to
collect $3,000,000 per year, with an accumulated reserve not to exceed $50,000,000,
subject to the customer protections recommended by ORS.

Commission Discussion

No other party offered any evidence addressing this issue. The Commission finds
and concludes that the normalization of storm costs over a five-year period as established
in Section B Paragraph 30 of the Settlement Agreement, and the establishment of a Storm
Reserve Fund, subject to the customer protections as described in ORS Witness Bickley’s
Testimony and Section B Paragraph 31 of Settlement Agreement, to be just, reasonable,
and in the public interest in light of all the evidence presented, for purposes of this
proceeding.

Nuclear Materials and Supply Inventory

In his Direct Testimony, ORS Witness Thompson argued that nuclear materials
and supplies (M&S) inventory that have had repair hold, quality hold, quality pending,
and stores hold classifications for over four years cannot be used and recommended that
the cost of this M&S inventory be excluded from recovery. Tr. 1026.6:5 — 1026.9:22.

In his Rebuttal Testimony, Company Witness Ray testified that this inventory is
held to support plant operations and is therefore of benefit to customers. Witness Ray
explained that while, in general, inventory is held in a state that supports immediate issue
and use, many spare parts that are required to support nuclear operations have significant

lead times. He noted that while many of these spare parts are not frequently required,
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sufficient inventory can often be a determining factor in the Company’s ability to keep
the nuclear units on-line and producing to their maximum capacity, and in other cases
helps ensure outages are executed as safely and efficiently as possible to minimize offline
time. He concluded that it is incorrect to assume that simply because an item is on hold
longer than four years such inventory will not ultimately be used or available for use, when
needed; rather, the inventory can be made available should priorities dictate
applying the maintenance or engineering attention to the cause for the hold. Tr. 864.3:7-
13; 864.5:3-18; 864.11:1-4.

In his Surrebuttal Testimony, ORS Witness Thompson acknowledged the
Company’s obligation to provide high-quality and reliable service to its customers but
contended that the inclusion of nuclear M&S Inventory purchased prior to 2018, and
therefore not used and useful to provide service, imposes an unnecessary cost on
customers. Witness Thompson suggested that a regular, periodic evaluation and review of
on hold inventory to confirm the existence and availability of the M&S Inventory would
be beneficial. He also recommended that the Company be required to have an
independent third-party perform a review and audit of the DEP nuclear, fossil, and hydro
M&S Inventory and program controls. He recommended that the independent audit of
M&S Inventory shall be, at a minimum, for at least one nuclear, one fossil, and one hydro
station by the time of the Company’s next general rate case filing, or within three years of
the Commission’s order in this rate case, whichever is sooner. He also recommended that
the Company should establish a long-term schedule for continuous independent audit
cycle for M&S Inventory (e.g., a three-to-five-year rotational cycle). Tr. 1056.2:1-

1056.4:16.
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The Settlement Agreement provides that the Parties accept the Company’s
position that no exclusions should apply to M&S Inventory. The Parties also accept that
the Company is required to have an independent third-party perform a review and audit of
the DEP nuclear, fossil, and hydro M&S inventory and program controls. The
independent audit of M&S inventory shall be, at a minimum, for at least one nuclear, one
fossil and one hydro station by the time of the next general rate case filing, or within
three years of the Commission order in this rate case, whichever is sooner. The Company
shall establish a long-term schedule for continuous independent audit cycles for M&S
inventory (e.g., a three- to five-year rotational cycle). Tr. 1056.3:16-1056.4:5. Witness
Callahan and ORS Witness Hipp supported this provision through their Testimony in
support of the Settlement Agreement. Tr. 649.5:6-9; Tr. 981.2:14-981.5:8.

Commission Discussion

No other party offered any evidence addressing this issue. The Commission finds
and concludes it is just and reasonable in light of all the evidence presented, for purposes
of this proceeding, that no exclusions should apply to M&S Inventory and that the
Company should have an independent third-party perform a review and audit of the DEP
M&S inventory and program controls as described in ORS Witness Thompson’s
Testimony and the Settlement Agreement.

Plant Held for Future Use

In its Application, the Company included $5,268,000 in Plant Held for Future Use
(PHFU) in rate base on a South Carolina retail basis. Hearing Exhibit 10, p. 4 (Elliott
Direct Exhibit No. 1, p. 4). In his Direct Testimony, ORS Witness Omari R. Thompson

recommended removing all PHFU not used within the last four years, as it is not
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considered used and useful. Tr. 1026.9:1-2. Consistent with this position, ORS proposed to
adjust the PHFU balance by ($3,429,000). Id. As explained in the Direct Testimony of
ORS Witness Courtney D. Radley, ORS also proposed to remove the corresponding
property taxes on disallowed PHFU. Tr. 1014.12:16-23. On Rebuttal, Company Witness
Brent C. Guyton testified that the Company disagreed with the ORS’ exclusion of these
PHFU costs. Tr. 844.35:10-12. Witness Guyton explained that as a result of the Company’s
forward-looking siting and land purchase strategy, land is sometimes purchased and held
for more than four years without being used. Tr. 844.35:13-844.37:6. Witness Guyton
noted that this forward-looking strategy often saves customers money and allows the
Company to minimize potential customer impacts. Id. For purposes of settlement, the
Parties agreed that no exclusion should be applied to PHFU greater than four years
Hearing Exhibit 6, Paragraph 16 (Settlement Agreement).

Commission Discussion

The Commission finds this is a reasonable resolution of this issue.
Rent Expense

ORS Witness Bickley recommended an adjustment to “remove the costs
associated with office space and rent and lease for the 526 S. Church Street and 550 S.
Tryon Street locations from the Test Year.” Tr. 1022.34:12-14. In support of this
recommendation, ORS Witness Bickley explained that these expenses should not be
included for ratemaking purposes because neither property is occupied or owned by the
Company. Tr. 1022.34:16-18. Company Witness Elliott explained that inclusion of those
costs is appropriate because the Company “will continue to incur its allocated share for

rent and lease costs for office space for its employees in Charlotte.” Tr. 774.27:9-11.
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Company Witness Elliott noted that going forward, the “rent expense allocation will now
be for the new Duke Energy Plaza building instead of 526 South Church Street and 550
South Tryon. Tr. 774.28:2-3. As such, Company Witness Elliott explained that the
ORS’s recommendation is unreasonable because it fails to account for the additional
rent and lease costs for the new Duke Energy Plaza Building. Tr. 774.28:5-10. In
response, ORS Witness Bickley testified that ORS’s adjustment to rent expense did not
remove properties that would be utilized by the Company after the rates in this
proceeding become effective. Tr. 1054.15:13-15.

Section B, Paragraph 34 of the Settlement Agreement stipulates that no
adjustment will be made to the Company’s Test Year Facilities Rent expense. All Parties
support this position and the Company will continue to incur rent and lease expenses once
relocated to the new Duke Energy Plaza building.

Commission Discussion

After consideration of the evidence in the record, the Commission concludes that
the Company’s proposed Test Year Facilities Rent Expense is just and reasonable and
approves the same.

Non-allowables

The Company, through Company Adjustment SC2080, proposed to adjust other
O&M expenses by ($2,386,000) and income taxes by $595,000 to remove COVID-19
deferral expenses, consultant expenses, and “provide an allowance for mischarges as a
result of human error in coding Company expenses as well as other agreed upon non-
allowable adjustments.” Tr. 1034.5: 3-6. ORS, through Witness Rabon, noted that “ORS

reviewed expenses for potential non-allowable items not previously identified by the
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Company and accepts the Company’s adjustment as proposed.” Tr. 1034.5: 7-8.

As a condition of, and consideration for, the resolution reached in the Settlement
Agreement, the Parties agreed in Section B, Paragraph 35 to include $19,990 of expenses
disallowed in Docket No. 2022-255-E.?? This amount will be applied to Adjust Test Year
Expenses (Non-Allowables) adjustment (ORS Adjustment 9 and Company Adjustment
SC2080). All Parties support this position and this amount represents a reasonable
compromise by the Parties when considered against the comprehensive resolution this
concession helped, in part, to achieve.

Commission Discussion

After consideration of the evidence in the record, the Commission concludes that
the application of $19,990 of expenses disallowed in Docket No. 2022-255-E to the
Adjust Test Year Expenses adjustment is just and reasonable and approves the same.

EVIDENCE AND LUSI FOR FINDI FFACT 28-34
Cost of Service Study

The evidence supporting these findings of fact is found in the Verified
Application, the Settlement Agreement, the testimony and exhibits of Company Witness
Hager; ORS Witness Watkins; SCEUC Witness O’Donnell; Walmart Witness Perry;
DCA Witness Dismukes; Nucor Steel Witness Pollock; DoD/FEA Witness Gorman, and

the entire record in this proceeding.

22 Amended Order Approving Rider DSM/EE-14, Order No. 2022-855(A), Docket No. 2022-255-E (Jan. 13,
2023).
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Summary of the Evidence

In her Direct Testimony, Company Witness Hager explained that the purpose of
the cost of service study is to align the total costs incurred by Company in the test period
with the jurisdictions and customer classes responsible for the costs. Tr. 846.5:10-12.
Company Witness Hager noted that the Company’s cost of service study directly assigns
or allocates the Company’s revenues, expenses, and rate base among the regulatory
jurisdictions and customer classes served by the Company. Tr. 846.5:12-14. She testified
that the allocations are based on the service requirements of each respective jurisdictions
and customer classes. Tr. 846.5:14-15. Company Witness Hager noted that cost causation
is a key component in determining the appropriate assignment of revenues, expenses, and
rate base among jurisdictions and customer classes. Tr. 846.5:17-19.

Company Witness Hager reviewed the Company’s cost of service study and stated
that it is based on the official accounting books and records of the Company. Tr. 846.6:19-
20. Company Witness Hager described the cost of service study as containing “three key
activities . . . when assigning costs.” Tr. 846.7:5. She explained that the Company first
grouped costs according to their function, which include “production (generation),
transmission, distribution, and customer service, billing, and sales.” Tr. 846.7.7-9.
Company Witness Hager noted that after costs are “functionalized,” they are grouped
based on the utility “operation” or service being provided and the related causation of the
costs. Tr. 846.7:10-12. Finally, after the costs have been functionalized and classified,
Company Witness Hager testified that they “are allocated or directly assigned to the
proper jurisdiction and customer class based on the manner in which costs are incurred.”

Tr. 846.7:14-16.



DOCKET NOS. 2022-254-E and 2022-281-E — ORDER NO. 2023-138
MARCH 8, 2023
PAGE 98

In this case, Company Witness Hager stated that the Company used two primary
demand allocators to allocate those costs. Tr. 846.10:14. Production and Transmission
Costs were allocated using the “Twelve Coincident Peak (12 CP) method.” Tr. 846.10:16-
18). Distribution plant investments were ‘“directly assigned to the jurisdictions.” Tr.
846.10:19-20.

Company Witness Hager provided various reasons why the use of the 12 CP is
appropriate, which included alignment with the Company’s IRP, rate stability across test
periods, mitigation of weather effects that impact a single coincident peak, and
conformance with precedent across the country (both at the FERC and at state
commissions). Tr. 846.12:14-846.13:3.

Overall, Company Witness Hager testified that the Company’s cost of service
study provides a proper basis for determining cost-based rates and is a major component
of fair and equitable rate design. Tr. 846.26:19-21.

ORS Witness Watkins examined the Company’s cost studies and determined
them to “be mathematically accurate” and replicable. Tr. 1010.9:2-4. With respect to the
allocation factors specifically, ORS Witness Watkins first examined the Company’s
utilization of the 12 CP. Tr. 1010.28:13-15. ORS Witness Watkins explained that use of
the 12 CP “strikes a reasonable balance” between cost allocation philosophies. Tr.
1010.31:5-7. With respect to the Company’s classification of distribution plant between
customer and demand, ORS Witness Watkins explained that this is a reasonable result
given the “geography and demographics of DEP’s service area.” Tr. 1010.34:1-3. In
addition, ORS Witness Watkins agreed with Company Witness Hager that utilization of

the Non-Coincident Peak for demand-related costs is appropriate and opined that it is an
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“accepted industry approach.” Tr. 1010:34:11-12. Finally, ORS Witness Watkins noted
that the Company’s proposed class-based rate revenue increases are generally reasonable,
with certain limited exceptions. Tr. 1010.5:3-5.

DoD/FEA Witness Gorman objected to DEP’s switch to a 12 CP method. Tr.
918.23:13-17. Nonetheless, DoD/FEA Witness Gorman noted he would not take issue
with the Company’s revised allocation and transmission capacity costs using the 12 CP
methodology, but he recommended the Commission use a 12 CP methodology “in
prospective rate cases” to allocate production and transmission capacity costs across rate
classes. Tr. 918.24:5-11.

In his Direct Testimony, SCEUC Witness O’Donnell objected to DEP’s change in
the cost of service methodology. Tr. 894.8:4-5. SCEUC Witness O’Donnell
recommended the use of “FACOS models with the generation investment based on
single-CP and 2-CP.” Tr. 894.14:5-8.

Nucor Steel Witness Pollock noted that, with one exception, DEP’s cost of service
study comports with accepted industry practice and that it “recognizes the different types
of costs it incurs, as well as the different ways electricity is delivered to, and used by, its
various types of customers.” Tr. 924.7:11-16. However, Nucor Steel Witness Pollock
raised issues with DEP’s 12 CP method, noting “[the] equal weighting fails to recognize
that DEP has pronounced seasonal peaks, and it dilutes the effect of the actual peak
months.” Tr. 924.19:1-3. Thus, Nucor Witness Pollock recommended that if the
Commission wishes to change DEP’s current 1 CP allocation methodology, a 2 CP or 4
CP approach would be a “reasonable compromise” between maintaining the current

single coincident peak methodology and switching to 12 CP as the Company proposes.
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Tr. 924.20:14-17.

Walmart Witness Perry noted that production plant costs should be allocated on a
“multiple CP basis at ten percent of maximum system peak.” Tr. 968.21:7-8. Walmart
Witness Perry recommended the Commission approve a 4 CP production cost allocation
methodology for the Company’s fixed production plant costs “based on the system’s four
highest peak months as shown in the Company’s test year data.” Tr. 968.23:10-15.
Walmart Witness Perry opined that a 4 CP method would help “ensure rate stability,”
“mitigate the weather effects that impact a single coincident peak,” and “ha[ve] the added
benefit of being consistent with the concept of gradualism.” Tr. 970.6:13-17.

DCA Witness Dismukes disagreed with the Company’s cost of service study cost
allocation method related to the classification of production plant. Tr. 898.17:3-6. DCA
Witness Dismukes opined that the Company’s cost allocation method placed too much
emphasis on class peak contribution relative to annual energy use. Tr. 898.17:6-8. DCA
Witness Dismukes recommended the Company adopt an Average & Peak 12 CP cost
allocation method for costs associated with the Company’s production plant assets. Tr.
898.24:14-15; Tr. 898.30:20-22. Further, DCA Witness Dismukes recommended that the
Company classify all distribution plant assets included in FERC Accounts 364 through
368 as 100 percent demand related. Tr. 898.30:13-15.

Section B Paragraph 38(b) of the Settlement Agreement, which settled the
contested issues between the Parties in this case, establishes the Parties’ agreement that
the increase in revenue agreed upon in this proceeding will be allocated to each rate class
consistent with the cost of service study discussed by Witness Hager with proforma

adjustments necessary to reflect the provisions of the Settlement Agreement.
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Commission Discussion

The Commission finds Section B, Paragraph 38(b) of the Settlement Agreement is
just and reasonable in light of all the evidence presented that the Company regarding
allocations to each rate class consistent with the testimony of Company witness Hager.
The revenue allocation agreed upon by the Parties in the Settlement Agreement filed in
this docket on January 12, 2023 is approved. Settlement Agreement, pp. 17-18, q 38.b.
The cost of service study adopted by the Parties for the purpose of the Settlement
Agreement, and the revenue allocation, shall not have any precedential effect in future
proceedings and all Parties may argue for different cost allocation, rate design, and
revenue spread methodologies in future cases.
Rate Design

The evidence supporting these findings of fact is found in the verified
Application; the Settlement Agreement; the testimony and exhibits of Company
Witnesses Reed and Byrd; ORS Witness Watkins; DoD/FEA Witness Gorman; DCA
Witness Dismukes; SCEUC Witness O’Donnell; Walmart Witness Perry, and the entire
record in this proceeding.
Summary of the Evidence

In her Direct Testimony, Witness Reed explained that she used the cost of service
information prepared by the Company and examined by Company Witness Hager to
design rates. Tr. 780.11:5-6. Company Witness Reed also leveraged and considered the
rates of return across the customer classes derived from the cost of service study when
designing rates. Tr. 780.11:9-10. Finally, Company Witness Reed noted that she

reviewed the Company’s Advanced Metering Infrastructure (“AMI” or Smart Meter) data
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to examine customers’ usage characteristics and to determine relationships between
energy and demand, both on a coincident peak and non-coincident peak basis that might
prove pertinent to the design of the Company’s rates including the development of new
time-of-use periods. Tr. 780.11:11-16.

Company Witness Reed explained that one objective of the Company’s proposed
rate design is to achieve the necessary increase in rates to collect the total revenue
requirement. Tr. 780.12:9-11. In doing so, Company Witness Reed stated that the
Company’s goal is to gradually align the cost to serve customers within its residential,
general service, and lighting rate schedules. Tr. 780.12:11-13. Company Witness Reed
also noted that rates should be designed in a way that reflects the costs a customer causes
the Company to incur. Tr. 780.12:11-13.

With respect to the rate increases proposed in this case, Company Witness Reed
stated that the base rate increase has been allocated to the rate classes by rate base
amounts. Tr. 780.14:5-6. Company Witness Reed explained that this allocation
methodology distributes the increase equitably to the classes while maintaining each
class’s deficiency or surplus contribution to return. Tr. 780.14:6-8.

Company Witness Reed testified that the Company is also recommending a
variance reduction of 10% to help reduce interclass subsidies to better align each rate
class to the average rate of return. Tr. 780.14:8-10. Additionally, the Company analyzed
rate migration in the rate design process. Tr. 780.14:22 — 780.15:1. In her Direct
Testimony, Company Witness Reed explained that rate migration occurs when customers
migrate from their current tariff to another tariff to save money. Tr. 780.14:22-780.15:1.

Witness Reed further stated that the Company’s requested migration adjustment ensures
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that the Company recovers the full amount of the revenue requirement, which in turn
protects other classes from absorbing these costs in future rate cases through interclass
subsidies. Tr. 780.15:13-15. Company Witness Reed recommended a migration
adjustment to the residential and medium general service rate classes for customers who
would save 10% or more annually. Tr. 780.15:4-6. Company Witness Reed noted that, in
total, this proposal would result in a $0.9 million migration adjustment for the residential
class and $1.7 million migration adjustment for the medium general service class. Tr.
780.15:6-9. Company Witness Reed provided various supporting workpapers in the form of
Exhibit 1 through Exhibit 8 of her Testimony (Hearing Exhibit No. 17, pp. 3-262). Tr.
780.6: 6- Tr. 780.7:21.

Company Witness Byrd testified that the Company participated in a year-long
Comprehensive Rate Design Study with external stakeholders to develop the Company’s
future pricing and rate design options. Tr. 832.5:11-13. As a result of this engagement,
the Company proposed several rate design changes to directly incorporate requests and
input from stakeholders. Tr. 832.6:4-5. Company Witness Byrd further testified that in
addition to the changes proposed in Company Witness Reed’s Testimony, the Company
is also proposing “a series of rate design changes to protect customers from cross-
subsidizations, send price signals that encourage system benefits, and generally
modernize the Company’s pricing structure.” Tr. 832.6:13-16.

Company Witness Byrd explained that these proposals include updated and
aligned TOU periods across both residential and non-residential customers. Tr. 832.6:17-
19. Company witness Byrd noted that consistent with those updates, the Company is also

proposing changes to demand charge structures to align with the new periods. Tr.
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832.6:19-21.

Taken together, Company Witness Byrd stated that these proposals improve price
and cost-causation alignment, allow for “simplification elsewhere in the rate designs, and
offer greater opportunity for load management activities to control customers’ energy
costs and create benefits for the broader system.” Tr. 832.6:21-832.7:2.

In his Direct Testimony, ORS Witness Watkins “determined that Witness Reed’s
proposed class base rate revenue increases before her proposed rate migration adjustment
are reasonable,” with one exception related to the revenue increase to the Small General
Service (SGS) class. Tr. 1010.38:1-3. With respect to the rate migration adjustment
proposed by Company Witness Reed, ORS Witness Watkins disagreed noting that not all
customers “that would save at least 10% on their base rate bill (excluding riders and fuel)
would indeed switch rate schedules.” Tr. 1010.41:19-20. Lastly, ORS Witness Watkins
stated that the Company has not (and cannot) estimate those customers that do switch rate
schedules but end up paying more in their base rate bill. Tr. 1010.42:2-3.

DoD/FEA Witness Gorman determined that “[a] 10% subsidy reduction does not
result in cost-based rates and proposing new rate designs with this level of cross-
subsidization is inappropriate.” Tr. 918.26:30-31. DoD/FEA Witness Gorman suggested
a 25% subsidy reduction “moves classes closer to cost of service than under the Company
proposal, but limits increases to the Residential class to no more than 1.5x the system
average increase.” Tr. 918.26:6-8.

In his Direct Testimony, DCA Witness Dismukes challenged the Company’s
proposed changes to the Residential Time of Use-Demand (R-TOUD) rate because the

rate design is “duplicative in intent [and] may very well lead to customer confusion.” Tr.
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898.42:6-8. DCA Witness Dismukes recommended the Company redesign the R-TOUD
rate to only feature three time-variant energy charges in addition to a basic facilities
charge. Tr. 898.45:11-13.

SCEUC Witness O’Donnell recommended the Company file a coincident peak rate
that can be coupled with a renewable energy resource owned by the customer. Tr. 894.14:
16-17. SCEUC Witness O’Donnell suggested that a CP rate coupled with renewable
energy resource would “help slow the peak growth of the DEP system while also
flattening the load curve of the Company.” Tr. 894.14:17-19.

In her Direct Testimony, Walmart Witness Perry did not take a position on the
Company’s proposed Time of Use (TOU) periods. Tr. 968.8:13-17. Walmart Witness
Perry also did not oppose the Company’s proposed structural rate design changes or
proposed rate levels for Medium General Service — Time of Use (MGS-TOU). Tr.
968.8:18-23. Walmart Witness Perry noted, however, “to further align cost recovery from
customers with the costs of service, if there is a decrease in revenue requirement, then
such decrease should be applied proportionately to the energy charges to bring these
charges closer to their cost of service-based levels.” Tr. 968.33:16-19.

Section B, Paragraph 38(a) of the Settlement Agreement establishes all Parties’
agreement with the rate design included in Attachment B through Attachment E of the
Settlement Agreement, which allocates an increase in rates across classes. The
compromise includes a 50% migration adjustment. As part of the compromise, Section B,

Paragraph 38(c) also establishes the Parties’ agreement that DEP will reduce Rate
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Schedule LGS-TOU’s?® on-peak energy charges by the reduction in the revenue
requirement, exclusive of any EDIT decrements, allocated to Rate Schedule LGS-
TOU associated with the Settlement Agreement. That same paragraph also establishes the
Parties’ agreement that the proposed reduction to the EDIT Rider allocated to Rate
Schedule LGS-TOU shall apply to the on-peak, off-peak, and discount energy periods.

In her settlement Testimony, Company Witness Reed explained that Attachment B
through Attachment E of the Settlement Agreement (Hearing Exhibit No. 6, pp. 54-67)
are updated exhibits to her Direct Testimony which have been modified to reflect the
compromises in the Settlement Agreement. Tr. 784.3:21-784.4:3. Company Witness
Reed stated that the rate design therein and Settlement Agreement (Hearing Exhibit No. 6)
as a whole represent “a just and reasonable resolution of the issues in this proceeding.” Tr.
784.5:21. With respect to Attachment B through Attachment E of the Settlement
Agreement (Hearing Exhibit No. 6, pp. 54-67), Company Witness Reed explained that the
rate design contained therein is consistent with ratemaking principles, “which seek
equitable pricing structures and gradual alignment with the cost to serve our customers.”
Tr. 784.6:1-3.

Commission Discussion

After consideration of the evidence in the record, a review of Company Witness
Reed’s updated exhibits, and the evidence of record in this docket, the Commission
agrees that Attachments B through E (Hearing Exhibit No. 6, pp. 54-67) represent just

and reasonable rates and are based upon sound cost of service principles. Therefore, the

23 Large General Service — Time of Use.
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rate design (including the 50% rate migration adjustment and modifications to Schedule
LGS-TOU) contained in Attachment B through Attachment E of the Settlement
Agreement is approved. Hearing Exhibit No. 6, pp. 54-67.
EVIDENCE AND LUSI FOR FINDI FFACT 35
(Lead/Lag Study)

The evidence supporting this finding of fact is found in the Verified Application,
the Settlement Agreement, the testimony and exhibits of DEP Witness Elliott, ORS
Witness Briseno, and the entire record in this proceeding.

In its Application, the Company proposed to adjust cash working capital by
$4,103,000, updated to $4,078,000 in its Supplemental filing, for the impact of its
accounting and pro forma adjustments utilizing the 1/8" (12.5%) of O&M expenses
methodology.

For this case, ORS utilized the same 1/8" of O&M methodology but excluded the
pro forma adjustment amount of uncollectibles ($322,000) from its calculation of the cash
working capital adjustment Tr. 1012.22:10-14. In his Direct Testimony, ORS Witness
Briseno stated that a rate base allowance for cash working capital is intended to
compensate the utility for investor supplied funds used to finance the day-to-day cash
operating needs of the utility. Tr. 1012.23:12-14. Cash flows arising from non-cash
expenses, such as uncollectibles, do not serve this purpose and, therefore, should not be
included in the cash working capital allowance Tr. 1012.23:15-20. For the same reasons,
depreciation and deferred income taxes are excluded from the calculation of cash working
capital when utilizing the 1/8" method Id.

ORS recommended that DEP be required to perform and present a lead-lag study in
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its next general rate proceeding Tr. 1012.22:13-14. In articulating ORS’s rationale for the
recommendation, ORS Witness Briseno testified that, for large utilities, the lead-lag study
is the most prevalent and accepted method of calculating cash working capital, as it
determines the specific number of days between the payment of the utility’s bills
compared to when revenue is received from customers and, in some instances, customer
payment is received before the utility pays a bill Tr. 1025.25:7 — 1025.28:19. Witness
Briseno pointed out that employing the lead-lag methodology is supported by industry
practice, the Commission has previously ordered other utilities to perform a lead-lag study
for a company’s next general rate case or other regulatory proceeding, and South Carolina
is the only state currently permitting DEP and other Duke Energy affiliates to utilize the
1/8" methodology in calculating cash working capital. Id.

Subsequently, the Settling Parties entered into the Settlement Agreement, which
settled the contested issues between the Parties regarding the calculation of cash working
capital and utilizing a lead-lag study for the Company’s next general rate proceeding.
Section B Paragraph 39 of the Settlement Agreement provides that the Company agrees
to perform a Lead-lag Study before the next general rate proceeding and present the results
to the Commission and ORS.

Commission Discussion

The Commission finds and concludes it is just and reasonable in light of all the
evidence presented that the Company, prior to the commencement of its next general rate
proceeding, perform a Lead-lag Study and present the results of said study to the

Commission and ORS.
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EVIDENCE AND LUSI FOR FINDI FFACT NO.3

(Vegetation Management)

The evidence supporting this finding of fact is found in the Verified Application,
the Settlement Agreement, the testimony and exhibits of DEP Witness Callahan
(Rebuttal); ORS Witness Bickley (Direct); and the entire record in this proceeding.

ORS Witness Bickley, through his Surrebuttal Testimony, addressed vegetation
management concerns raised by customers at the public hearings and referenced in the
Rebuttal Testimony of Witness Callahan Tr. 1054:16. Witness Bickley made two
recommendations on behalf of ORS regarding the Company’s vegetation management
practices. First, Witness Bickley recommended that DEP should report to the
Commission and ORS on the miles of transmission and distribution that are cut, sprayed,
and maintained on a quarterly basis Id. Additionally, Witness Bickley sponsored ORS’s
recommendation for DEP to develop and provide to the Commission and ORS an annual
action plan for the next twelve-month period by no later than December 31 of each year
for all planned transmission and distribution miles to be maintained.

The annual action plan should include at a minimum:

(1) estimated costs for implementation during the next twelve-month period;

(2) estimated transmission and distribution miles to be maintained during the next
twelve-month period;

(3) an update on actual Company activities comparing the actual costs and miles
maintained to the projected costs and miles maintained during the current twelve- month
period; and

(4) an affirmation that the Company has used the revenues for vegetation
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management and tree trimming provided in base rates to perform all necessary and
appropriate vegetation management and tree trimming activities during the current 12-
month period. Id.

Subsequently, the Settling Parties entered into the Settlement Agreement, which
settled the contested issues between the Parties regarding the Company’s vegetation
management practices. Section B, Paragraph 40 and its corresponding sub-paragraphs of
the Settlement Agreement provides that the Company agrees to provide a quarterly report
to the Commission and ORS on the miles of transmission and distribution that are
cut, sprayed, and maintained as part of DEP’s tree trimming and vegetation management
work. Hearing Exhibit No. 6, pp. 18-19.

Additionally, the Company agreed to provide the Commission and ORS a report
on December 31 of each year for the succeeding 12-month period that details, at
minimum, all planned transmission and distribution miles to be maintained on an annual
basis, as well as the estimated costs for implementation, the estimated transmission and
distribution miles to be maintained, and an update on actual Company activities that
compares the actual costs and miles maintained to those projected from the current 12-
month period. Also, DEP agreed to only deploy vegetation management funds for
vegetation management and tree trimming and will provide a report detailing its level of
spending to the Commission and ORS as part of the annual action plan described above.

Commission Discussion

The Commission finds and concludes Section B Paragraph 40 of the Settlement
Agreement (Hearing Exhibit No. 6, pp. 18-19) to be just and reasonable in light of all the

evidence presented, and that the Company undertake the vegetation management
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activities as detailed in that provision of the Settlement Agreement.

EVIDENCE AND LUSI FOR FINDI FFACT . 37-38

(Grid Improvement Plan and Distribution Planning)

The evidence supporting these findings of fact is found in the Verified
Application, the Settlement Agreement, the testimony and exhibits of DEP Witness
Guyton (Rebuttal); SACE, CCL and Vote Solar Witness Hill (Direct and Surrebuttal), and
the entire record in this proceeding.

Witness David Hill, appearing on behalf of SACE, CCL and Vote Solar, filed
Direct Testimony that concluded, based on his review, that there were opportunities to
engage stakeholders more deeply in the development, design, and prioritization aspects of
GIP planning. Tr. 964.9:9-12. Witness Hill additionally testified that the Company’s GIP
did not assess multi-sited distributed energy resources and non-traditional solutions
(NTS) or reflect efforts to target or benefit low- and moderate-income households, such
as by addressing variability in service due to demographics or identifying ways to serve
environmental justice communities. Tr. 964.8:5-964.9:18.

Company Witness Brent C. Guyton responded to the recommendations made by
Witness Hill in his Rebuttal Testimony. Specifically, Witness Guyton testified that the
Company has held five virtual forums for external GIP stakeholders that were interested,
and the efforts related to those sessions are documented in Docket No. ND-2020-28-E.
Tr. 844.32:14-844.33:12. Witness Guyton also stated that the issues raised by Witness
Hill’s Direct Testimony were not shared in the stakeholder engagement sessions. Tr.
844.35:1-3. Regarding potential gaps in the GIP, Witness Guyton testified that

environmental justice is considered in DEP’s screening process for generation sites,
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though not expressly incorporated into GIP planning. Tr. 844.30:14-16. However, he
went on to explain that DEP relies heavily on its community relations and stakeholder
engagement teams to proactively communicate with those who are directly affected by
infrastructure projects. Id., 16-18.

In his Surrebuttal Testimony, Witness Hill testified that Witness Guyton’s
response distorted the purpose of stakeholder processes as a consensus building tool and
ignored the ways in which his recommendations and examples from other jurisdictions
can be used to improve stakeholder engagement Tr. 966.2:3-13. Witness Hill also
testified that while he had not participated in the stakeholder process, the issues he raised
in his Direct Testimony were raised in past stakeholder meetings but were not
incorporated into the Company’s GIP. Tr. 966.8:7-9. Witness Hill testified that the
Company’s efforts to address equity in other contexts like generation siting confirms that
it should also be expressly considering equity and environmental justice in the GIP. Tr.
966.2:14-966.3:14.

Subsequently, the Settling Parties entered into the Settlement Agreement, which
settled the contested issues in this case regarding the Integrated Systems and Operations
(ISOP) stakeholder process. The Settlement Agreement provides for the Company to
build upon the existing ISOP stakeholder process to inform and contribute to future GIP
and, biannually, to submit informational reports to the Commission on the status of the
ISOP process, including a summary of stakeholder recommendations, through December
31, 2024. The distribution planning focus in the ISOP stakeholder process will include
sharing data concerning distribution NTS, opportunities for stakeholders to provide inputs

and recommendations on the Company’s distribution NTS planning framework and
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analyses, and an opportunity to review and provide feedback on the results. Each iteration
of the distribution NTS screening process will include identification of candidates for the
development of distribution NTS.

In addition, the Company agrees, subsequent to the release of its Climate Risk &
Resilience Study Final Report, to work collaboratively with stakeholders, to include
members of the community, to discuss and work in good faith to develop and implement at
least one potential target initiative as part of its GIP, to be informed by the final report,
subject to approval by the Commission and included in an informational filing described
in Section B, Paragraph 41 of the Settlement Agreement. Hearing Exhibit No. 6, pp. 19-
20. As part of this provision, the Company shall evaluate the effectiveness of any
implementation plans developed for the initiatives for potential use in expanded initiatives
and budgeting in future GIPs, placing emphasis on those initiatives designed to address
equity or environmental justice issues while also demonstrating the use of distributed
energy resources as NTS. Per Section B, Paragraph 48 of the Settlement Agreement
(Hearing Exhibit No. 6, p. 21), Settling Parties have not taken a position on the
underlying merits of these commitments, and reserve their rights to review, challenge,
support, and raise any issues or legal arguments regarding the commitments described.
Hearing Exhibit No. 6, p. 21.

Commission Discussion

The Commission finds and concludes that the agreed-upon provisions outlined in
Section B, Paragraphs 41-42 of the Settlement Agreement are just and reasonable in light

of all the evidence presented. Settlement Agreement, pp. 19-20.
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EVIDENCE AND LUSI FOR FINDI FFACT NO. 39

(Energy Efficiency Opportunities)

The evidence supporting this finding of fact is found in the Verified Application,
the Settlement Agreement, the testimony and exhibits of SACE, CCL and Vote Solar
Witness Grevatt (Direct, Surrebuttal, and Settlement) (Hearing Exhibit No. 66) and DEP
Witness Byrd (Rebuttal); and the entire record in this proceeding.

Witness Jim Grevatt, appearing on behalf of SACE, CCL and Vote Solar, filed
Direct Testimony recommending that the Commission direct the Company to increase the
availability of energy efficiency opportunities to mitigate, at least in part, the impacts of its
proposed rate increase, particularly for low-to-moderate income residential customers.
Tr.939.5:6-9. In support, Witness Grevatt showed the existing energy burdens in DEP’s
service territory and illustrated how the rate increase would exacerbate those burdens.
Tr. 939.14:4-939.19:2. Witness Grevatt made specific recommendations for the
Company to increase investment in the Neighborhood Energy Saver (NES) program,
increase the comprehensive energy savings measures associated with the enhanced NES
program, increase annual weatherization investment targets, and file additional income-
qualified programs for approval in South Carolina. Id., 5-7.

DEP Witness Byrd filed Rebuttal Testimony contesting the appropriateness of a
general rate proceeding for the recommendations related to the Company’s energy
efficiency programs as proposed by Witness Grevatt. Witness Byrd states that the
Company’s position is that a general rate case is an improper forum to address the
recommendations put forward by Witness Grevatt. Tr. 834.16:8-834.17:2. Witness Byrd

also notes that SACE and CCL have made many of the same arguments in the open and
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contested DEP South Carolina EE/DSM Rider proceeding (Docket No. 2022-255-E). Tr.
834.17:7-11.

Witness Grevatt responded to the forum issue in his Surrebuttal Testimony,
stating that DEP had often made that same argument, which ignores the primary purpose
of his testimony to increase energy efficiency opportunities to mitigate, at least partially,
the impact of the Company’s proposed rate increase for low-to-moderate income
customers. Tr. 941.2-941.3.

Subsequently, the Settling Parties entered into the Settlement Agreement, which
settled the contested issues in this case regarding energy efficiency opportunities and was
supported in settlement testimony by Witness Grevatt. Hearing Exhibit No. 6. The
Settlement Agreement provides that the Company will work with the EE/DSM
Collaborative to develop and file its Income-Qualified (IQ) High-Energy Use pilot
program and Tariffed On-Bill pilot program as soon as practicable, but no later than
December 31, 2023, for Commission approval. Id. Additionally, the Company agrees to
file for approval to ramp up its proposed annual investments for all IQ program costs
incurred by the Company in South Carolina to at least $1,000,000 by 2025, $750,000 of
which will go toward the enhanced NES program, provided evaluation shows this to be
feasible and subject to Commission approval. The Company also agreed as part of the
Settlement Agreement to work with the EE/DSM Collaborative to develop a plan to
increase its installation of comprehensive energy savings measures associated with the
enhanced NES program in South Carolina, such as air sealing, insulation, and duct
sealing. Id. The Company further agrees to submit an informational update to the

Commission with revised annual energy savings projections at the higher spending level
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and to work with the EE/DSM Collaborative to identify and address potential barriers to
successfully deploying the additional spending. Per Section B, Paragraph 48 of the
Settlement Agreement (Hearing Exhibit No. 6, p. 21), Settling Parties have not taken a
position on the underlying merits of these commitments, and reserve their rights to
review, challenge, support, and raise any issues or legal arguments regarding the
commitments described. Hearing Exhibit No. 6, p. 21.

Commission Discussion

The Commission finds and concludes it is just and reasonable, in light of all the
evidence presented, that the Company undertake the activities as detailed in the
provisions of Section B, Paragraphs 43-45 to the Settlement Agreement. Hearing Exhibit
No. 6, pp. 20-21.

EVIDENCE AND LUSI FOR FINDI FFACT 40

(Federal Inflation Reduction Act Action Plan)

The evidence supporting this finding of fact is found in the Verified Application,
the Settlement Agreement, the testimony and exhibits of SACE, CCL and Vote Solar
Witness Grevatt (Direct and Surrebuttal) (Hearing Exhibit No. 66), and the entire record
in this proceeding. Hearing Exhibit Nos. 6 & 66.

SACE/CCL/Vote Solar Witness Jim Grevatt testified the Inflation Reduction Act
(IRA) includes significant funding for direct rebates and purchase discounts for low-to-
middle income households to improve the efficiency of their homes and listed some of
the efficiency upgrades and corresponding rebate caps in his Direct Testimony. Tr.
939.34. Witness Grevatt stated that DEP could facilitate participation in the IRA and

coordinate program delivery to leverage funding for vulnerable customers, as well as



DOCKET NOS. 2022-254-E and 2022-281-E — ORDER NO. 2023-138
MARCH 8, 2023
PAGE 117

facilitate access to IRA rebates and tax credits for those customers who do not otherwise
meet the income thresholds for the Company’s low-income programs Tr.939.34-939.35.
The Settling Parties subsequently entered into the Settlement Agreement (Hearing
Exhibit No. 6), which settled the issues between the parties regarding the Company’s role
with respect to the IRA. Pursuant to the Settlement Agreement, the Company also agrees
to develop a plan for integrated customer participation in the IRA for customers who
participate in its IQ programs to maximize and expand benefits to highly electric energy
burdened households and to develop a plan to support all of its customers’ participation
in the opportunities created by the IRA (e.g., helping customers understand which
measures qualify for IRA rebates and tax credits). Pursuant to the Settlement Agreement
(Hearing Exhibit No. 6), the Company will endeavor to have a final action plan ready to
be filed concurrently with the announced availability of IRA rebates in South Carolina
and offer to preview the final action plan with ORS. Per Section B, Paragraph 48 of the
Settlement Agreement (Hearing Exhibit No. 6, p. 21), Settling Parties have not taken a
position on the underlying merits of these commitments, and reserve their rights to
review, challenge, support, and raise any issues or legal arguments regarding the

commitments described. Hearing Exhibit No. 6, p. 21.

Commission Discussion
The Commission finds and concludes that for the present case, the agreed-upon
provision of the Settlement Agreement in Section B Paragraph 47 is just and reasonable in

light of the entirety of the evidence presented. Id.
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EVIDENCE AND LUSI FOR FINDI FFACT NO. 41

(Electric Energy Burden)

The evidence supporting these findings of fact is found in the Verified
Application, the Settlement Agreement, the testimony and exhibits of SACE/CCL/Vote
Solar Witness Grevatt (Direct) (Hearing Exhibit No. 66), and the entire record in this
proceeding.

In his Direct Testimony, SACE/CCL/Vote Solar Witness Grevatt testified that
energy burden is a term used to quantify the relationship between the cost of household
energy use and the household income that is nominally available for paying expenses
such as food, rent or mortgage, insurance, medical expenses, energy transportation, and
other necessities. Tr. 939.14:4-939.20:2. He stated that in the counties DEP serves, there
are over 50,000 households below 100% of federal poverty level, and that for those
households, their electric bills are a staggering 18%—27% of their income. Id. He
recommended that the Commission require DEP to analyze customers’ energy burden in
future rate case applications. Id.

The Settlement Agreement at Section B Paragraph 49 (Hearing Exhibit No. 6, p.
21) provides that the Company will address the impact of an increase in rates on overall
electric energy burden in its next general rate proceeding. In his settlement Testimony,
SACE/CCL/Vote Solar Witness Grevatt testified that Settlement Section B Paragraph 49
will benefit the Commission, and ultimately, customers, to better understand the impact
future rate increases will have on energy burden in the Company’s territory, and that the
provision met his recommendation made in his Direct Testimony. Tr. 943.7:3-13;

Hearing Exhibit No. 6, p. 21. Company Witness Callahan and ORS Witness Hipp also
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supported this provision in their Testimony in support of the Settlement Agreement. Tr.
649.5:23-649.7:2; Tr. 983.2:23-983.5:10; see also, Hearing Exhibit No. 6.

The Commission finds and concludes that for the presented case, the agreed-upon
provisions of the Settlement Agreement in Section B, Paragraph 49 (Hearing Exhibit No.
6, p. 21) are just and reasonable in light of entirety of the evidence presented.

EVIDENCE AND LUSI FOR FINDI FFACT 42

(Pending Motions)

Throughout the course of this proceeding, various motions and filings were made.
However, the Settlement Agreement at Section B, Paragraph 50 (Hearing Exhibit No. 6,
p. 21) provides that the Parties agree to hold in abeyance all pending motions, including
an abeyance of any deadlines to file responses and/or replies. Company Witness
Callahan, ORS Witness Hipp supported this provision through their Testimony in general
support of the Settlement Agreement. Tr. 649.5:1—649.7:2; Tr. 983.2:14—983.5:10; see also,
Hearing Exhibit No. 6.

All Parties support Settlement Agreement Section B Paragraph 50. Hearing

Exhibit No. 6, p. 21. Accordingly, the Commission finds and concludes that for the
presented case, the agreed-upon provisions of the Settlement Agreement in Section B,

Paragraph 50 are just and reasonable in light of entirety of the evidence presented. Id.

V. LUSI FLAW AND ORDERING PARAGRAPH

After hearing and evaluating the testimony of the witnesses and based on the
Commission’s review of the Application, the Settlement Agreement, and the testimony
and exhibits submitted during the hearing, the Commission adopts as just and reasonable

and in the public interest all terms and provisions of the Settlement Agreement as a
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comprehensive resolution of all issues. Hearing Exhibit No. 6. These include:

(1) the accounting and pro forma adjustments appended to the Settlement

Agreement in Attachment A (Hearing Exhibit No. 6, pp. 35-53);
(2) base rates generating a revenue increase of approximately $52,297,000;

(3) rates established based on a 9.6% ROE, a 3.77% cost of debt, and a capital

structure that includes 47.57% debt and 52.43% common equity; and

(4) adopting the proposed revenue increases by class and the respective rates of
return in Settlement Agreement Attachment B. Hearing Exhibit No. 6, p. 54.

Lastly, the Company’s services are adequate and are being provided in
accordance with the requirements set forth in the Commission’s rules and regulations
pertaining to the provision of electric service.

IT IS THEREFORE ORDERED THAT:

1. The Settlement Agreement, which includes Settlement Agreement
Attachments A, B, C, D and E (Hearing Exhibit No. 6), entered into by the Settling Parties
to this Docket, is just and reasonable, is in the public interest, and is consistent with law
and regulatory policy. Accordingly, the Settlement Agreement is approved in its entirety.

2. The calculation of the base rates required to  generate
approximately $52,297,000 revenue increase, exclusive of  riders and mitigation
measures contemplated in the Settlement Agreement, shall be established based on a
9.6% ROE, a 3.77% cost of debt, and a capital structure that includes 47.57% debt and
52.43% common equity.

3. The accounting and pro forma adjustments proposed by the Company in
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its Application, and in its Testimony and exhibits filed in this proceeding, as modified by
the changes in the Settlement Agreement Attachment A (Hearing Exhibit No. 6, pp. 1-53)
are approved.

4. DEP shall be allowed to increase its rates and charges effective for service
rendered as of April 1, 2023, so as to produce an increase in annual revenues from base
rates for its South Carolina retail operations of $52,297,000, exclusive of riders and
mitigation measures contemplated in the Settlement Agreement.

5. The rate design and revenue allocation proposed by the Company in its
Application, and in its Testimony and exhibits filed in this proceeding, as modified by the
changes agreed upon in the Settlement Agreement (Hearing Exhibit No. 6), are approved,
and shall first be effective for service rendered on and after April 1, 2023.

6. The Company shall implement the rates resulting from the Settlement
Agreement. See, Hearing Exhibit No. 6.

7. All proposals and recommendations set forth in Order Exhibit No. 1, the
Settlement Agreement, are adopted. Id.

8. All amortization of deferred items will be at the amount established by this
Order and remain in effect until the deferred balance is fully recovered or returned.

9. All other rate design and schedule changes not otherwise modified by
Order Exhibit No. 1 (Hearing Exhibit No. 6) and that were proposed by the Company are
adopted.

10. DEP’s requested extension to the accounting order for ongoing Grid
Improvement Plan costs is approved subject to the terms agreed upon in the

Comprehensive Settlement Agreement as described herein and contained in Order
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Exhibit No. 1.

11. DEP shall continue to file quarterly reports with the Commission and ORS
showing (a) rate of return on rate base; (b) return on common equity (allocated to South
Carolina retail operations); (c) earning per share of common stock; and (d) debt coverage
ratio of earnings to fixed charges.

12.  DEP shall continue to providle ORS with an annual update of the

accumulated value of its end-of-life nuclear fund.

13. Since the Company has completed its AMI meter rollout and asserts that
annual reporting is no longer needed, DEP’s request to stop the annual AMI reporting
requirement required by Order No. 2019-341 is approved.

14. Revised tariffs shall be filed by March 17, 2023. The tariffs should be
electronically filed in a text searchable PDF format using the Commission’s DMS System
(https://dms.psc.sc.gov). An additional copy should be sent via email to

etariff @psc.sc.gov  to be included in the Commission’s Tariff System

(http://etariff.psc.sc.gov). Future revisions should be made using the ETariff System. The
tariffs shall be consistent with the findings of this Order and agreements with the other
Parties to this case. DEP shall provide a reconciliation of each tariff rate change approved
as a result of this order to each tariff rate revision filed in the ETariff System. Such
reconciliation shall include an explanation of any differences and be submitted separately
on the Commission’s DMS System.

15. The rates, fees, and charges set forth in Order Exhibit No. 1 and its
attachments (Hearing Exhibit No. 6) are fair and reasonable and will allow DEP to

provide its customers with reliable and high-quality electric service.
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16. DEP shall issue notice to the ratepayers of expiration of the EDIT Rider
and the effect on rates. This notice shall describe the rate effect of the end of the EDIT
Rider and be included in customer bills during the last billing cycle before exhaustion of
the EDIT Rider. DEP shall file a proposed notice for Commission approval no later than
120 days before the expiration of the EDIT Rider.

17. DEP shall charge the rates approved herein for service rendered on or after
April 1, 2023.

18.  The Settling Parties shall abide by all terms of the Settlement Agreement.

19. This Order shall remain in full force and effect until further order of the

Commission.

F'Iorence P.'Bélser, Ch\a'lr
Public Service Commission of
South Carolina
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BEFORE
THE PUBLIC SERVICE COMMISSION OF
SOUTH CAROLINA

DOCKET NO. 2022-254-E

IN RE: Application of Duke Energy Progress, LLC ) COMPREHENSIVE
for Increase in Electric Rates, Adjustments in ) SETTLEMENT
Electric Rate Schedules and Tariffs, and ) AGREEMENT
Request for an Accounting Order )

Pursuant to S.C. Code Ann. §1-23-320(F), and all other applicable statutes and regulations,
this Settlement Agreement (“Settlement Agreement”) is made by and among Duke Energy
Progress, LLC (“DEP” or the “Company”), the South Carolina Department of Consumer Affairs
(“DCA”), the United States Department of Defense and all other Federal Executive Agencies
(“DOD/FEA”), South Carolina Small Business Chamber of Commerce (“SCSBCC”), Nucor Steel
— South Carolina (“Nucor”), South Carolina Coastal Conservation League (“CCL”), Southern
Alliance for Clean Energy (“SACE”), Vote Solar, Sierra Club, Walmart Inc. (“Walmart”), the
South Carolina Energy Users Committee (“SCEUC”), and the South Carolina Office of Regulatory
Staff (“ORS”™), (collectively referred to as the “Settling Parties”, “Parties”, or sometimes
individually as “Party”). Accordingly, this Settlement Agreement is comprehensive both in the
scope of issues before the Public Service Commission of South Carolina (“Commission”) in this
proceeding as well as its inclusion of all parties of record before the Commission in this

proceeding.

Exhibit

PSC 2022-254-E 6

1/17/2023 CcP
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WHEREAS, the Company prepared and filed on September 1, 2022, the Application of
Duke Energy Progress, LLC for Increase in Electric Rates, Adjustment in Electric Rate Schedules
and Tariffs, and Request for an Accounting Order (“Application™);

WHEREAS, the above-captioned proceeding has been established by the Commission
pursuant to the procedure set forth in S.C. Code Ann. § 58-5-240 ef seq., and the Parties to this
Settlement Agreement are parties of record in the above-captioned docket;

WHEREAS, ORS is charged by law with the duty to represent the public interest of South
Carolina pursuant to S.C. Code Ann. § 58-4-10(B);

WHEREAS, the DOD/FEA, SCSBCC, Nucor, CCL, SACE, Vote Solar, Sierra Club,
Walmart, and SCEUC all filed timely petitions to intervene in this proceeding pursuant to S.C.
Code Ann. Reg. 103-825.3;

WHEREAS, the DCA by law may advocate for the interest of consumers in matters before
the Commission pursuant to S.C. Code Ann. § 37-6-604(C) and filed a timely petition to intervene
in this proceeding pursuant to S.C. Code Ann. Reg. 103-825.3;

WHEREAS, ORS conducted an examination of the books and records of the Company
relative to: the matters raised in the Application; test-period revenues, operating expenses,
depreciation and taxes paid by the Company; rate base, plant in service, construction work in

progress, working capital, capital expenditures; and other relevant accounting matters;

¢ Jo Z abed - 3-452-2202 # 195004 - 9SdIS - Wd €2:¥ 21 Aienuer €202 - 3114 ATTVOINOYLOT 13

WHEREAS, the Parties examined all accounting and pro forma adjustments proposed by
the Company, the Company’s rate design, the Company’s capital structure and cost of capital,
and/or information related to the Company’s operations;

WHEREAS, the Parties have varying positions regarding the issues in this case;

Page 2 of 34
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WHEREAS, the Parties have engaged in discussions to determine if a settlement of some
or all of the issues would be in their best interests and, in the case of ORS, in the public interest,
and in the case of DCA, in the interest of consumers; and,

WHEREAS, following those discussions, the Parties determined that their interests, the
DCA determined the consumer interest,! and ORS determined that the public interest, would be
best served by agreeing to this Settlement Agreement regarding issues raised by the Parties and
pending in the above-captioned case under the terms and conditions set forth herein;

NOW, THEREFORE, the Parties hereby stipulate and agree to the following terms.

A. STIPULATION OF TESTIMONY AND WAIVER OF CROSS-EXAMINATION

1. The Parties agree to stipulate into the record before the Commission the pre-filed
testimony and exhibits (collectively, the “Stipulated Testimony”) of the below witnesses who
have pre-filed testimony to date, including any testimony and exhibits supporting approval of this
Settiement Agreement pre-filed with the Commission subsequent to the execution of this
Settlement Agreement, without objection, change, or amendment with the exception of changes
comparable to those that would be presented via an errata sheet or through a witness noting a
correction consistent with this Settlement Agreement. The Parties agree to submit Verification
for Testimony for those witnesses that will not be sworn in through live testimony. The Parties

also agree to waive cross-examination of all witnesses. Further, the Parties reserve the right to

€ Jo ¢ abed - I-¥G2-220T # 19000 - 9SdOS - Wd €21 2} Aenuer €202 - @314 ATTVOINOY L33

engage in redirect examination of their respective witnesses (identified below) as necessary to
respond to issues raised by the examination of their witnesses, if any, by non-parties, parties that

are not signatories to this Settlement Agreement, or the Commission.

! The DCA’s mission is to protect consumers from inequities in the marketplace through advocacy, mediation,
enforcement, and education. Consumer interest for the purpose of DCA’s representation includes South Carolina
residents who purchase utility services primarily for a personal, family, or household use.
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DEP witnesses:

Michael P. Callahan (Direct, Rebuttal, and Settlement)

Larry E. Hatcher (Direct)

Retha Hunsicker (Direct)

Dr. Roger Morin (Direct and Rebuttal)

Karl W. Newlin (Direct and Rebuttal)

Jacob Stewart (Direct and Rebuttal)

Dan Maley (Direct)

Brent Guyton (Direct and Rebuttal)

. Tom Ray (Direct and Rebuttal)

10. Julie Turner (Direct and Rebuttal)

11. Jessica L. Bednarcik (Direct and Rebuttal)

12.  Mark D. Rokoff (Direct and Rebuttal)

13. Marcia Williams (Direct and Rebuttal)

14. Steven M. Fetter (Direct and Rebuttal)

15. Sean Riley (Direct and Rebuttal)

16. John Spanos (Direct and Rebuttal)

17. Nicholas G. Speros (Direct)

18. Janice Hager (Direct and Rebuttal)

19. Teresa Reed (Corrected Direct, Rebuttal and Settlement)

20. Jonathan Byrd (Direct and Rebuttal)

21. Rachel R. Elliott (Direct, Supplemental Direct, Second Supplemental
Direct, Rebuttal, and Settlement)

22. James L. Coyne (Rebuttal)

23. Kim H. Smith (Rebuttal)

VN AW

SCEUC witness:
1. Kevin W. O’Donnell (Direct and Surrebuttal)

DCA witnesses:

1.  Eric Borden (Direct and Surrebuttal)

2. David Dismukes (Direct and Surrebuttal)

3. Aaron L. Rothschild (Direct and Surrebuttal)

DOD/FEA witnesses:

1. Brian Andrews (Direct and Surrebuttal)

2. Christopher Walters (Direct and Surrebuttal)
3. Michael Gorman (Direct and Surrebuttal)

SCSBCC witness:
1. Anthony Ward (Direct)

Nucor witnesses:
1. Jeffry Pollock (Direct and Surrebuttal)
2. Billie S. LaConte (Direct and Surrebuttal)?

2 Nucor Witness LaConte filed Corrected Direct Testimony and Exhibits on January 12, 2023.

Page 4 of 34
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SACE/CCL/Vote Solar witnesses:
1. David G. Hill, Ph.D. (Direct and Surrebuttal)
2. Jim Grevatt (Direct, Surrebuttal, and Settlement)

Walmart witness:
1. Lisa Perry (Direct and Surrebuttal)

ORS witnesses:

Robert Lawyer (Corrected Direct)?

Elizabeth McGlone (Direct and Surrebuttal)

Richard Baudino (Direct and Surrebuttal)

Glenn Watkins (Direct and Revised Surrebuttal)*

David Garrett (Direct and Surrebuttal)

Anthony Briseno (Direct and Revised Surrebuttal)®
Courtney Radley (Direct and Surrebuttal)

Anthony Sandonato (Direct and Surrebuttal)

Daniel J. Roland (Direct)®

10. Brandon Bickley (Direct and Surrebuttal)

11. Omari Thompson (Direct and Surrebuttal)

12. Dan Wittliff (Direct and Surrebuttal)

13. Michael Seaman-Huynh (Direct and Revised Surrebuttal )’
14. Shane Hyatt (Corrected Direct)®

15. Daniel Sullivan (Direct and Surrebuttal)

16. Aaron Rabon (Corrected Direct and Surrebuttal)®

17. Dawn Hipp (Direct, Revised Surrebuttal, and Settlement) '

10 GOLRIRON L ) B

2. The Parties agree to offer no other evidence in the proceeding other than the
Stipulated Testimony and Exhibits and this Settlement Agreement unless the additional evidence
is to support the Settlement Agreement, consists of changes comparable to that which would be
presented via an errata sheet or through a witness noting a correction or clarification, consists of a
witness adopting the testimony of another if permitted by the Commission, or is responsive to

issues raised by examination of the Parties’ witnesses by non-Parties, parties which are not

3 ORS Witness Lawyer filed Corrected Direct Testimony on December 2, 2022.

4 ORS Witness Watkins filed Revised Surrebuttal Testimony on January 6, 2023.

3 ORS Witness Briseno filed Revised Surrebuttal Testimony and Exhibits on January 6, 2023.

6 ORS Witness Roland filed Corrected Direct Testimony on January 6, 2023.

7 ORS Witness Seaman-Huynh filed Revised Surrebuttal Testimony and Exhibit on January 6, 2023.
8 ORS Witness Hyatt filed Corrected Direct Testimony and Exhibits on January 6, 2023.

2 ORS Witness Rabon filed Corrected Direct Testimony and Exhibits on January 6, 2023.

10 ORS Witness Hipp filed Revised Surrebuttal Testimony on January 6, 2023.

Page 5 of 34
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signatories to this Settlement Agreement, the Commission, or by late-filed testimony by non-
parties. The Parties agree that nothing herein will preclude each party from advancing its respective
positions in the event that the Commission does not approve the Settlement Agreement in its
entirety.

B. SETTLEMENT AGREEMENT TERMS

3. This Settlement Agreement is a compromise of all the positions advanced by the
Parties. The Parties agree to and accept the proposal set out immediately below, and this proposal
is hereby adopted, accepted, and acknowledged as the final agreement of the Parties.

4. The Parties agree that this Settlement Agreement is comprehensive and non-
severable. This Settlement Agreement is the result of extensive negotiation and compromise
among the Parties, and it resolves all issues presented including all pending motions. The Parties
agree that if the Commission declines to approve the settlement in its entirety and without
modification, any Party may withdraw from the Settlement Agreement and be released from its
terms without penalty or obligation.

5. The Parties agree that this Settlement Agreement pertains to matters addressed in
this case, and unless specified otherwise nothing in this Settlement Agreement binds Parties from
taking an alternative position in any current or future proceeding in South Carolina or any other

jurisdiction. The Parties agree that the Settlement Agreement terms agreed upon in this case are

¢ Jo g ebed - 3-452-2202 # 194000 - 9SS - Wd €2:+ 2| Aenuer €202 - 33114 ATIVOINOY L0313

reasonable, in the public interest, and in accordance with South Carolina law and regulatory policy.
The Parties’ agreement that the terms of the Settlement Agreement are reasonable as a whole does
not in any way indicate any Party’s position as to the reasonableness of any single term taken out

of the context of the Settlement Agreement.
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6. Without prejudice to the position of any Party in any current or future proceedings
unless specified otherwise, the Parties agree to accept and adopt all recommendations, adjustments,
and customer protections in the testimony and exhibits of ORS witnesses, unless specifically
modified by this Settlement Agreement or Attachment A to the Settlement Agreement.'!

Revenue Increase, EDIT, Return on Common Equity, and Capital Structure

7. For purposes of this Settlement Agreement, and in recognition of the mutual
compromises contained herein, the Parties further agree that the Application, Stipulated
Testimony, and this Settlement Agreement conclusively demonstrate the following: (i) the
proposed accounting and pro forma adjustments appended to the Settlement Agreement as
Attachment A are fair and reasonable and should be adopted by the Commission for ratemaking
and reporting purposes; (ii) the rates generate an annual base revenue increase equaling

$52,297,000, or approximately an 8.83% increase from current rates, exclusive of riders and

mitigation measures contemplated in this Settlement Agreement, to be effective April 1, 2023; (iii)

the rates generate an annual net base revenue increase equaling $35,871,000, or approximately

5.81%, inclusive of riders and mitigation measures contemplated in this Settlement Agreement, to
be effective April 1, 2023; (iv) the rates in this proceeding shall be based on a 9.6% return on
common equity (“ROE”) and a capital structure that includes 47.57% debt and 52.43% equity; (v)

the Company’s cost of debt is 3.77%, resulting in a weighted average cost of capital (“WACC”)

¢ 40 L obed - 3-452-220T # 19H00Q - 9SdIS - Wd €2:¥ 21 Aenuer €20Z - 3114 ATIVOINOYLOT 13

for the Company as a result of this proceeding of 6.83%'?; and (vi) the Company’s rates resulting

from the Settlement Agreement appended as Attachment B are designed to recover the revenue

' Attachment A is comprised of Elliot Setttement Exhibits 1 through 3. The figures included in these exhibits assume
an authorized ROE of 9.60% and a capital structure of 52.43% equity.
12 The Company’s actual weighted average cost of capital resulting from the Settlement Agreement is 6.826%.
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requirement in an equitable and reasonable manner, are just and reasonable, and should be adopted
by the Commission for service rendered by the Company.

8. To mitigate the rate increase contemplated in Paragraph 7 during the period of April
1, 2023 through December 31, 2025, the Company agrees to accelerate the return of deferred
income tax benefits resulting from the Federal Tax Cuts and Jobs Act of 2017 (“Tax Act”) through
its Excess Deferred Income Taxes (“EDIT”) Rider. The effect of this accelerated return is an
annual rate decrease of approximately $16,426,000 beginning with service rendered on and after
April 1, 2023, and concluding when the total balance of the Unprotected EDIT associated with
property, plant, and equipment (“PP&E”) is fully depleted in the period ending December 31,
2025. The Company agrees to continue to return the Unprotected Property related EDIT via the
EDIT Rider in the manner described above until the full balance of Unprotected Property related
EDIT is depleted.

9. In its Application and through testimony, the Company sought approval of an ROE
of 10.20% and requested a revenue increase of approximately $89 million, or 14.5% above current
rates, based on the adjusted test year data. Under the terms of the Settlement Agreement, the annual

base revenue increase is approximately $52,297,000, or approximately 8.83% above current rates,

which is a decrease of approximately $37 million relative to the Application and before EDIT

mitigation.'* With the annual EDIT mitigation of approximately $16,426,000 effective April 1,

2023, and ending December 31, 2025, the net annual revenue increase to customers is

approximately $35,871,000, or approximately 5.81%.

13 Exact figures provided in Attachment A.

Page 8 of 34
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10.  With this Settlement Agreement, a residential customer using 1,000 kWh per month
would see a net monthly increase of $10.95, reflecting a $15.18 increase in base rates less a $4.23
reduction due to the EDIT Rider.

Coal Ash Basin Closure Expense Adjustments (Coal Ash ARO Regulatory Asset

11.  The Company agrees to a permanent, one-time $50,000,000 disallowance on a
South Carolina retail basis of coal ash basin closure costs (“CCR Costs’) incurred through August
2022 associated with ORS Witness Wittliff’s recommended adjustments to the Company’s CCR
Costs.

12. In addition to the $50,000,000 disallowance on the CCR Costs incurred through
August 2022 described herein, DEP agrees to permanently forego recovery in any future cases of
any remaining coal ash costs sought by DEP but not allowed for recovery by the Commission in
Docket No. 2018-318-E.

13.  Subject to Paragraphs 11 and 12 of this Settlement Agreement, the Parties agree to
the continuation of deferred accounting treatment for CCR Costs. The deferral will include a debt
return only, at the most recent Commission approved debt rate, for the deferral period and rate
base treatment during the amortization period. The deferral will be subject to a review for
reasonableness and prudency in the next general rate proceeding.

14.  Other than the permanent disallowance of the costs identified in Paragraphs 11 and

v¢ Jo 6 9bed - 3-45Z-2202 #18%00Q - 0SdIS - Wd €2:v 2| Aienuep €202 - 33114 ATTVOINOYLOTTA

12 of this Settlement Agreement, the disallowance of CCR Costs is solely related to this
comprehensive Settlement Agreement and shall have no precedential effect on the recoverability
of CCR Costs or the continuation of deferral accounting treatment in future proceedings, and the

Parties reserve their rights on any other legal issues (i.e., the North Carolina Coal Ash Management
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Act, U.S. Environmental Protection Agency rules and regulations, etc.) or to advance any other
positions on coal ash in future cases.

15.  The Settling Parties further agree that they will, prior to January 1, 2030, engage in
good faith negotiations to resolve all issues and claims in connection with CCR Costs incurred by
DEP after February 28, 2030. The agreement to work in good faith toward resolution shall not
have any precedential effect and shall not impact or limit, in any way, a Party’s ability to advance
in future proceedings any legal arguments, theories, positions, etc. regarding CCR Costs. This
provision does not place any obligation upon any Party to resolve those issues and claims in a
future proceeding, and each Party maintains complete discretion to approve or reject any proposed
settlement for those issues and claims in a future proceeding.

Expense Adjustments

16.  The Parties accept the ORS recommendation to remove 50% of the costs associated
with Duke Energy Corporation’s (“Duke”) Board of Directors (“BOD”) compensation, 50% of
expenses associated with directors and officers liability insurance, and 50% of all remaining BOD
expenses (excluding aviation) (ORS Adjustment 33).

17.  The Parties accept the ORS recommendation to limit coal inventory in base rates to
thirty-five (35) days for ratemaking purposes (ORS Adjustment 28 to Company Adjustment

SC6010).

€ Jo 0L ebed - 3-$G2-2202 # 19%00Q - 0SdIS - Wd €2:7 2L Aienuer £20¢ - 33114 ATTIVOINOYLO3 1T

18.  The Parties accept the ORS recommendation to remove the fuel escalation factor
from the End of Life Nuclear Reserve Adjustment (ORS Adjustment 12 to Company Adjustment

SC2120).
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19.  The Parties accept the ORS recommendation to remove executive deferred
compensation and non-qualified pension expense (ORS Adjustment 34 and ORS Adjustment 8 to
Company Adjustment SC2060).

20.  The Parties accept the ORS recommendations to the executive compensation
adjustment (ORS Adjustment 6 to Company Adjustment SC2040).

21.  For the Asheville Combined Cycle (“CC”) regulatory asset, the following
provisions have been agreed upon by the Parties:

a. Increase the amortization period to thirty-seven (37) years per the ORS
recommendation.

b. The deferral will include a debt return only (at the most recent Commission
approved debt rate) for the deferral period and rate base treatment during the
amortization period.

c. The deferral will include depreciation, property taxes, and returns through March
2023.

22.  Forthe CCR non-ARO regulatory asset, the following provisions have been agreed
upon:

a. Increase the amortization period to seven (7) years per the ORS recommendation.

b. The deferral will include a debt return only (at the most recent Commission

€ 40 || 8bed - 3-$5Z-2202 # 194000 - SdIS - Wd €2:t 21 Aienuer €202 - 3114 ATTVOINO¥LO313

approved debt rate) for the deferral period and rate base treatment during the
amortization period.
c. The deferral will include depreciation and return on known investment balance

through March 2023.
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23.

The Parties accept the ORS recommendation in Revised Surrebuttal Testimony and

Exhibits to update plant and accumulated depreciation inclusive of retirements through August

2022.

24.

For the Grid Improvement Plan (“GIP”) regulatory asset, the following provisions

have been agreed upon by the Parties:

a.

b.

Increase the amortization period to seventeen (17) years.

The deferral will include a debt return only (at the most recent Commission
approved debt rate) for the deferral period and rate base treatment during the
amortization period.

The deferral will include depreciation, property taxes and returns through March
2023.

The Parties agree to the continuation of deferred accounting treatment for GIP
investments until the rates effective date in the Company’s next general rate case.
Construction Work in Progress for GIP investments will not be included in rate
base in this case. The Parties agree it is appropriate to consolidate Docket No.
2022-281-E with this docket and to resolve Docket No. 2022-281-E through this
Settlement Agreement.

Grid investments and any continuation of deferral accounting treatment will be
subject to a review for reasonableness and prudency in the next general rate
proceeding. The deferral will include a debt return only (at the most recent
Commission approved debt rate) for the deferral period and rate base treatment

during the amortization period.

Page 12 of 34
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f. The Company will identify, quantify and record to the GIP deferred account
incremental savings to the Company resulting from GIP expenditures that are
placed into the regulatory asset. These savings may include, but are not limited
to, reductions in operating expenses, improvements in revenue assurance,
increased conservation, and reductions in peak demand.

25. For the Act 62 expense, rate case expense and the Advanced Metering
Infrastructure (“AMI”) deferrals, the following provisions have been agreed upon by the Parties:

a. The AMI deferral will include a debt return only (at the most recent Commission
approved debt rate) for the deferral period and rate base treatment during the
amortization period. The AMI deferral will include depreciation and return on
known investment balance through March 2023.

b. The Act 62 and rate case expense deferrals will not receive rate base treatment
during the amortization period and will not include returns during the deferral
period.

c. Accept the amortization periods recommended by ORS as follows:

i. Act 62 regulatory asset — amortization period of three (3) years;
ii. Rate Case expense regulatory asset — amortization period of five (5) years;

and

€ Jo ¢| abed - 3-$GZ-220T # 19004 - 0SdIS - Wd €2:¥ 2L Arenuer €202 - 33114 ATTVOINOYLO3 TS

iii. AMI expense regulatory asset — amortization period of fifteen (15) years.
26.  Rate case expenses requested in this case (which include 2018 rate case expenses
not previously recovered) are limited to actual and prudent expenses verified by ORS not to exceed

$4.5 million. Rate case expenses are excluded from rate base.
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27.  The Parties accept the ORS recommendation to exclude the Roxboro Wastewater
Treatment Facility from rate base, extend the amortization period to eleven (11) years and to
remove the estimated dismantlement costs from the calculation of the amortization expense. DEP
may charge actual dismantlement costs to the regulatory asset and continue the amortization until
the regulatory asset is fully amortized, provided the ORS may review the actual dismantlement
costs for reasonableness and prudence in the Company’s next rate case.

28.  The Parties agree that employee incentive compensation expenses shall be adjusted
to exclude 50% of all Test Year incentives tied to Earnings Per Share (“EPS”) and Total
Shareholder Return (“TSR”).

29. For Depreciation rates, the following provisions have been agreed upon by the
Parties:

a. Accept the 2021 Depreciation Study. DEP shall not establish a regulatory asset
to record the incremental impact of the 2021 Depreciation Study.

b. Accept the ORS recommended adjustments to the 2021 Depreciation Study for
Accounts 364, 365, 368, and 369, to remove the escalation rate of 2.5%, and on
the retirement date of 2033 for the Roxboro common facilities

c. Accept the Company’s adjustments to the 2021 Depreciation Study for Accounts

352 and 356, Mayo Unit 1, contingency and Roxboro Units 3 and 4.
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30.  The Parties agree to accept the Company’s recommendation to normalize storm
costs over a five (5) year period (Company Adjustment SC7010).
31.  The Parties agree to accept the Company’s recommendation to establish a storm

reserve to collect $3 million per year with the accumulated reserve not to exceed $50 million

Page 14 of 34



Order Exhibit No. 1

Docket Nos. 2022-254-E and 2022-281-E

March 8, 2023
Page 15 of 67

(Company Adjustment SC7030). The Company agrees to implement the following customer

protections as recommended by ORS:

a.

Should the Company exceed the maximum fund amount of $50 million in
customer contributions, customer funds to the Storm Reserve shall be returned to
customers in DEP’s next rate case proceeding.

The Company shall provide quarterly status reports, including at a minimum: the
current balance of the storm reserve account, the total aggregate costs and
expenses per storm restoration event, the type of storm or weather event
(example: thunderstorm, flood, ice storm, windstorm, a named storm such as a
hurricane, etc.), and the impact of the weather event on DEP’s system including
a summary of the types of restoration and repairs made by the Company.

Unless DEP receives prior approval from the Commission, the Company shall
not withdraw or otherwise use the Storm Reserve funds to pay for: 1) insurance
premiums; 2) the Company’s expenses related to routine vegetation management;
3) rate impact mitigation; or 4) other costs or expenses incurred by the Company
that are unrelated to storm damage restoration costs.

The Storm Reserve account may not be recorded on the books and records of an
affiliate, parent, or holding company at any time. The Storm Reserve may not be
combined with any other funds. In order for the Storm Reserve account to be
transferred to another entity or for DEP to change the entity that would maintain
control of the account, DEP shall first request and receive approval from the
Commission.

DEP shall not use the Storm Reserve in lieu of the Property Insurance Policy to
cover or otherwise pay for assets covered by the insurance policy for which, after
a storm event, DEP seeks recovery via the Property Insurance Policy, without
Commission approval. Should the Storm Reserve be utilized for assets listed on
the Property Insurance Policy and DEP ultimately receives insurance payments,
settlement, or recovery amounts from insurance carriers for claims related to a
storm or weather event, then the customer contributions to the Storm Reserve
should be reduced by any insurance payments, settlement, or recovery amounts
received by the Company.

In order for DEP to request or seek a change to the annual customer contributions
cap, the total account maximum cap, any of the these customer protections, or
anything involving how the Storm Reserve is operated, maintained, monitored,
controlled, and utilized, the Company shall be required to conduct and file with
the Commission a Storm Reserve Study that, at a minimum, includes data and
sufficient justification for determining a target maximum balance for the Storm
Reserve account as well as a target for the maximum annual collections.
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32.  For Nuclear Materials and Supply Inventory (“M&S Inventory”), the following
provisions have been agreed upon by the Parties:

a. Accept the Company’s position that no exclusions should apply to M&S
Inventory.

b. The Company is required to have an independent third-party perform a review
and audit of the DEP nuclear, fossil, and hydro M&S inventory and program
controls. The independent audit of M&S inventory shall be, at a minimum, for at
least one (1) nuclear, one (1) fossil and one (1) hydro station by the time of the
next general rate case filing, or within three (3) years of the Commission order in
this rate case, whichever is sooner. The Company shall establish a long-term
schedule for continuous independent audit cycles for M&S inventory (e.g., a three
(3) to five (5) year rotational cycle).

33.  The Parties agree that no exclusion should be applied to Plant Held for Future Use
greater than four (4) years.

34.  The Parties agree there will be no adjustment to Test Year Facilities Rent expense.

35. In consideration of the terms and conditions of this Settlement Agreement, the
Parties agree to include $19,990 of expenses disallowed in Docket No. 2022-255-E, per the ORS

recommendation, applied to the Adjust Test Year Expenses (Non-Allowables) adjustment (ORS
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Adjustment 9 and Company Adjustment SC2080).
36.  The Parties agree to all other expense adjustments as recommended by ORS, except
as provided in the provisions of this Settlement Agreement, and all necessary fallout adjustments

that changed due to this Settlement Agreement.
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37.  The proposed accounting and pro forma adjustments are appended to the Settlement

Agreement as Attachment A and the Parties agree they are fair and reasonable and should be

adopted by the Commission for ratemaking and reporting purposes.

Other Matters

38.  The Parties agree to the Rate Design as outlined in Attachments B through E, which

reflects the following provisions:

a. A Rate Migration Adjustment of 50%.

b. The increase in revenue agreed to herein (exclusive of the EDIT mitigation) will be
allocated to each Rate Class consistent with the cost of service study included in
the Direct Testimony of Company Witness Hager with proforma adjustments
necessary to reflect the provisions of this Settlement Agreement. Neither the cost
of service study adopted solely for purposes of this Settlement Agreement nor the
revenue allocation agreed to by the Parties for purposes of this Settlement
Agreement shall have any precedential effect in future proceedings, and all Parties
may argue for different cost allocation, rate design and revenue spread

methodologies in future cases. The resulting revenue increase to each Rate Class

for purposes of this Settlement Agreement shall be as follows:

Rate Class Allocation Allocation
Percentage Percentage
Including Riders | Excluding Riders

RES 12.03% 12.71%
SGS 8.27% 8.83%
SGSTCLR 10.59% 11.53%
MGS 5.69% 6.06%
LGS 3.89% 3.87%
SI 6.40% 6.83%
TSS 18.44% 19.62%
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C.

39.

ALS, SLS 14.96% 14.70%
SFL 6.80% 6.75%
SC-RETAIL 8.47% 8.83%

The allocation percentages to each Rate Class, inclusive of EDIT, are as follows:

Rate Class Allocation Allocation
Percentage Percentage
Including Riders | Excluding Riders

RES 8.72% 9.20%
SGS 5.33% 5.69%
SGSTCLR 7.30% 7.95%
MGS 3.60% 3.84%
LGS 2.22% 221%
SI 3.86% 4.13%
TSS 14.05% 14.95%
ALS, SLS 10.19% 10.01%
SFL 3.51% 3.48%
SC-RETAIL 5.81% 6.06%

DEP agrees to reduce the LGS-TOU Schedule’s on-peak energy charges by the
reduction in the revenue requirement, exclusive of any EDIT decrements, allocated
to the LGS-TOU Rate Schedule associated with this Settiement Agreement. The
proposed reduction to the EDIT Rider allocated to Schedule LGS-TOU shall apply
to the on-peak, off-peak, and discount energy periods.

The Company agrees to perform a Lead-lag Study before the next general rate

proceeding and present the results to the Commission and ORS.

40.

the Parties:

For Vegetation Management, the following provisions have been agreed upon by
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a.

DEP shall report to the Commission and ORS on the miles of transmission and
distribution that are cut, sprayed, and maintained as part of the tree trimming and
vegetation management work plan on a quarterly basis.

DEP shall develop and provide to the Commission and ORS an annual action plan
for the next 12-month period by no later than December 31 of each year for all
planned transmission and distribution miles to be maintained. The annual action
plan should include but is not limited to: 1) estimated costs for implementation;
2) estimated transmission and distribution miles to be maintained; and 3) an
update on actual Company activities comparing the actual costs and miles
maintained compared to the projected costs and miles maintained from the current
12-month period.

DEP shall deploy the vegetation management funds for only vegetation
management and tree trimming. DEP shall report its level of spending to the

Commission and ORS as part of the annual action plan.

The Company agrees to build upon the existing Integrated System & Operations

Planning (“ISOP”) stakeholder process to inform and contribute to future GIPs and commits to

submit biannual informational reports to the Commission on the status of the ISOP process,

including a summary of stakeholder recommendations, through December 31, 2024. This

distribution planning focus in the ISOP stakeholder process will include sharing data about

distribution Non-Traditional Solutions (“NTS”), opportunities for stakeholders to provide inputs

and recommendations on the Company’s distribution NTS planning framework and analyses, and

an opportunity to review and provide iterative feedback on results. Each iteration of this
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distribution NTS screening process will include identification of candidates for the development
of distribution NTS.

42.  Following the release of the Company’s Climate Risk & Resilience Study Final
Report, the Company agrees to work collaboratively with stakeholders, including community
members, to discuss and work in good faith to develop and implement at least one potential target
initiative as part of its GIP, to be informed by the Final Report, subject to Commission approval.
and included in an informational filing as described in Paragraph 41 above. The Company shall
evaluate the effectiveness of any implementation plans developed for the initiatives for potential
use in expanded initiatives and budgeting in future GIPs. In considering potential initiatives,
emphasis should be placed on those initiatives designed to address equity or environmental justice
issues while also demonstrating the use of distributed energy resources as NTS.

43.  The Company agrees to work with the EE/DSM Collaborative to develop and file
for approval by the Commission its Income-Qualified (“1Q”) High-Energy Use pilot program and
a Tariffed On-Bill pilot program as soon as practicable, but no later than December 31, 2023.

44. The Company agrees to file for approval to ramp up its proposed annual
investments for all IQ program costs incurred by the Company in South Carolina to at least
$1,000,000 by 2025, $750,000 of which will go toward the enhanced Neighborhood Energy Saver
(“NES”) program, provided evaluation shows this to be feasible and subject to Commission
approval.

45.  The Company agrees to work with the EE/DSM Collaborative to develop a plan to
increase its installation of comprehensive energy savings measures associated with the enhanced
NES program in South Carolina, such as air sealing, insulation, and duct sealing. The Company

further agrees to submit an informational update to the Commission with revised annual energy
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savings projections at the higher spending level and to work with the EE/DSM Collaborative to
identify and address potential barriers to successfully deploying the additional spending.

46.  The Company agrees to work with the EE/DSM Collaborative to develop a plan for
integrated customer participation in the Inflation Reduction Act (“IRA”) for customers who
participate in its IQ programs to maximize and expand benefits to highly electric energy burdened
households; the Company will endeavor to have a final plan ready to be filed concurrently with
the announced availability of IRA rebates in South Carolina.

47.  The Company agrees to develop and implement an action plan to support all of its
customers by participating in the opportunities created by the IRA, such as by helping customers
to understand which measures qualify for IRA rebates and tax credits and how they can find a
contractor and comply with application criteria. The Company will endeavor to have a final action
plan ready to be filed concurrently with the announced availability of IRA rebates in South
Carolina. The Company will offer to preview the final action plan with the ORS.

48.  All Parties to this Settlement Agreement reserve their rights to review, challenge,
support, and raise any issues or legal arguments regarding the programs or initiatives described in
Paragraphs 41 through 47. No Party can assert that the terms in Paragraphs 41 through 47 convey
an express or implied consent with the underlying merits of the commitments made in Paragraph

41 through 47.
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49.  The Company agrees to address the impact of an increase in rates on overall electric
energy burden in its next general rate proceeding.
50.  The Parties agree to hold in abeyance all pending motions, including an abeyance

of any deadlines to file responses and/or replies.
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C. REMAINING SETTLEMENT AGREEMENT TERMS AND CONDITIONS
51.  The Parties agree that this Settlement Agreement is reasonable, is in the public
interest, is in accordance with law and regulatory policy, and agree to support the resolution of
issues agreed to herein in this proceeding and not to undertake any action to undermine that
support. This Settlement Agreement in no way constitutes a waiver or acceptance of the position
of any Party or its affiliates in any current or future proceeding in South Carolina or any other
jurisdiction. Except as specifically provided otherwise previously herein, this Settlement
Agreement does not establish any precedent with respect to the issues resolved herein and in no
way precludes any Party from advocating an alternative position in any current or future
proceeding in South Carolina or any other jurisdiction.
52.  ORS is charged with the duty to represent the public interest of South Carolina
pursuant to S.C. Code § 58-4-10(B), which reads in part:
... ‘public interest’ means the concerns of the using and consuming
public with respect to public utility services, regardless of the class
of customer and preservation of continued investment in and
maintenance of utility facilities so as to provide reliable and high
quality utility services.
ORS believes this Settlement Agreement reached among the Parties is in the public interest as

defined above.

53.  The Parties agree that this Settlement Agreement must be read and construed as a
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whole and to cooperate in good faith with one another in recommending to the Commission that
this Settlement Agreement be accepted and approved by the Commission in its entirety as a fair,
reasonable and full resolution of the issues set forth in the Company’s Application and described

herein. The Parties agree to use reasonable efforts before any reviewing court in the event of appeal
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to defend and support any Commission order issued approving this Settlement Agreement and the
terms and conditions contained herein.

54.  The Parties offer this Settlement Agreement to the Commission in its entirety as a
comprehensive settlement which is the product of intensive and extensive negotiations between
the Parties. The Parties agree that this Settlement Agreement confers benefits to Parties in
exchange for concessions by Parties. As such, the Parties ask the Commission to approve this
Settlement Agreement in its entirety without exception, modification, or additional provisions.

55. The Parties on behalf of themselves and their agents (including but not limited to
their attorneys, hired consultants, and any independent contractors) agree that they have entered
into this Settlement Agreement freely and voluntarily and that none of them have been pressured
or unduly encouraged to enter into this Settlement Agreement.

56.  Except as specifically provided otherwise previously herein or as necessary to
effectuate the terms of this Settlement Agreement, the Parties agree that signing this Settlement
Agreement (a) will not constrain, inhibit, impair, or prejudice them or their affiliates’ arguments
or positions held in future or collateral proceedings; (b) will not constitute a precedent or evidence
of acceptable practice in future proceedings; and (c) will not limit the relief, rates, recovery, or
rates of return that any Party may seek or advocate for in any future proceeding. If the Commission
declines to approve this Settlement Agreement in its entirety and without modification, then any
Party may withdraw from the Settlement Agreement without penalty or further obligation.

57.  This Settlement Agreement shall be interpreted according to South Carolina law.

58.  This Settlement Agreement contains the final and complete agreement of the

Parties. There are no other terms or conditions to which the Parties have agreed.
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59.  The Parties represent that the terms of this Settlement Agreement are based upon
full and accurate information known as of the date this Settlement Agreement is executed. If, after
execution, but prior to a Commission decision on the merits of this proceeding, a Party is made
aware of information that conflicts, nullifies, or is otherwise materially different than the
information upon which this Settlement Agreement is based, that Party may withdraw from the
Settlement Agreement with written notice to every other Party.

60.  This Settlement Agreement shall bind and inure to the benefit of each of the
signatories hereto and their representatives, predecessors, successors, assigns, agents,
shareholders, officers, directors (in their individual and representative capacities), subsidiaries,
affiliates, parent corporations, if any, joint ventures, heirs, executors, administrators, trustees, and
attorneys.

61.  The above terms and conditions fully represent the agreement of the Parties hereto.
Therefore, each Party acknowledges its consent and agreement to this Settlement Agreement, by
affixing its signature or by authorizing its counsel to affix his or her signature to this document
where indicated below. Counsel’s signature represents his or her representation that his or her
client has authorized the execution of the Settlement Agreement. Facsimile signatures and e-mail
signatures shall be as effective as original signatures to bind any Party. This document may be

signed in counterparts, with the various signature pages combined with the body of the document
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constituting an original and provable copy of this Settlement Agreement.

[SIGNATURES ON FOLLOWING PAGES]
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Representing Duke Energy Progress, LLC

Camal O. Robinson, Esquire Kiran H. Mehta, Esquire
Melissa O. Butler, Esquire Troutman Pepper Hamilton Sanders LLP
Samuel Wellborn, Esquire 301 S. College Street
Duke Energy Progress, LLC Charlotte, NC 282022
401 West Broad Street
Greenville, South Carolina 29601 Brandon F. Marzo, Esquire
(704) 382-3853 (COR) Troutman Pepper Hamilton Sanders LLP
(706) 339-3513 (MOB) 600 Peachtree Street NE
(803) 988-7130 (SW) Suite 3000
camal.robinson@duke-energy.com Atlanta, GA 30308
melissa.butler2@duke-energy.com
sam.wellborn@duke-energy.com Thomas S. Mullikin, Esquire
Mullikin Law Firm, LLC
Frank R. Ellerbe, III, Esquire 1308 Broad Street
Vordman C. Traywick, III, Esquire Camden, South Carolina 29020
Robinson Gray Stepp & Lafitte, LLC (803) 425-7771
PO Box 11449 tommullikin@mullikinlaw.com
Columbia, SC 29201
fellerbe@robinsongray.com J. Ashley Cooper, Esquire
Baker, Donelson, Bearman, Caldwell &
Berkowitz P.C.

1501 Main Street, Suite 310
Columbia, South Carolina 29201
(854) 214-5910
jacooper@bakerdonelson.com
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Representing the South Carolina Office of Regulatory Staff

e

Benjamin P. Mustian, Esquire
Alexander W. Knowles, Esquire
Nicole M. Given, Esquire
Donna L. Rhaney, Esquire
John C. “Chad” Torri, Esquire
OFFICE OF REGULATORY STAFF
1401 Main Street, Suite 900
Columbia, South Carolina 29201
Phone: (803) 737-0898 (BPM)
(803) 737-0889 (AWK)
(803) 737-0794 (NMG)
(803) 737-0609 (DLR)
(803) 737-0803 (JCT)
E-mail: bmustian@ors.sc.gov
aknowles@ors.sc.gov
ngiven(@ors.sc.gov
drhaney@ors.sc.gov
ctorri@ors.sc.gov
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Representing the South Carolina Energy Users Committee

Scott Elliott, Esquire

Elliott & Elliott, P.A.

1508 Lady Street

Columbia, South Carolina 29201
Phone: (803)771-0555

Email: selliott@elliottlaw.us
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Representing the South Carolina Department of Consumer Affairs

Carri Grube Lybatker, Esquire

Roger P. Hall, Esquire

S.C. Department of Consumer Affairs

293 Greystone Blvd., Suite 400

P.O. Box 5757

Columbia, South Carolina 29250

Phone: (803)734-4200

Email: clybarker@scconsumer.gov
rhall@scconsumer.gov
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Representing the Department of Defense/Federal Executive Agencies

OOFegy

Marcus Duffy, Capt, USAF

Holly L. Buchanan, Maj, USAF

Thomas A. Jernigan

AF/JAOE-ULFSC

139 Barnes Drive, Suite 1

Tyndall Air Force Base, Florida 32403

Phone: (850) -283-6348

Email: marcus.duffy.3@us.af.mil
holly.buchanana.l(@us.af.mil

thomas.jernigan.3@us.af.mil

and

Emily W. Medlyn

General Attorney

U.S. Army Legal Services Agency
Environmental Law Division (JALS-ELD)
9275 Gunston Road, Suite 4300

Fort Belvoir, VA 22060-5546

Phone: (703) 614-3918
Email:emily.w.medlyn.civ@army.mil
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Representing the Small Business Chamber of Commerce

§/ Charlie Terveni

Charles L.A. Terreni, Esquire
Terreni Law Firm, LLC
1508 Lady Street

Columbia, S.C. 29201

Tel. (803) 771-7228

charles.terreni@terrenilaw.com
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Representing Sierra Club

i E. Jaffe, Esguire
JuskinA'. Somelofske, Esquire
Sierra Club

50 F St. NW, 8th Floor
Washington, DC 20001

Dori.jaffe@sierraclub.org
Justin.somelofske@sierraclub.org

Robert Guild, Esquire
314 Pall Mall Street
Columbia, SC 29201
bguild@mindspring.com
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Representing South Carolina Coastal Conservation League, Southern Alliance for Clean
Energy, and Vote Solar

Kate L. Mixson, Esquire

Emma C. Clancy, Esquire

Southern Environmental Law Center
525 Bay Street, Suite 200

Charleston, SC 29403
kmixson@selcsc.or
Eclancy@selcsc.org
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Representing Nucor Steel — South Carolina

Michael K.
Stone Mattheis Xenopoulos & Brew, PC
1025 Thomas Jefferson Street, NW

Eighth Floor, West Tower

Washington, DC 20007

Email: mki@smxblaw.com
Phone: 202-342-0800

Robert R. Smith, II, Esquire
Moore & Van Allen, PLLC
100 North Tryon Street
Suite 4700

Charlotte, NC 28202
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Representing Walmart Inc.

Stephanie U. (Roberts) Eaton, Esquire
Carrie Harris Grundmann, Esquire
Spilman Thomas & Battle, PLLC
110 Oakwood Drive, Suite 500
Winston-Salem, NC 27103

Email: cgrundmann@spilmanlaw.com
Email: seaton@spilmanlaw.com
Phone: 336-631-1062

Fax: 336-725-4476
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— Some totals may not foot or compute due to rounding.

Notes(a) Per Cost of Service
(®) R ifies interest on deposits to electric
{c) From Page 3b, Calumn 33
{d) From Page 4, Line 10, Column 3
{e) From Page 2

Attachment A
DUKE ENERGY PROGRESS, LLC
OPERATING INCOME FROM ELECTRIC OPERATIONS
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E
(Dollars in Thousands)
South Carolina Retall Operations
Total Revenue and
Company Before Expenses from After
Une Per Per Prop: Prop
No. Description Books (a Books ustments (c) Increase tncrease () Incroass
{Col. 1} {Col. 2) {Col. 3) (Col. 4) (Col. §) (Col. 6}
1 Electric operating revenue $ 58672153 $ 574,140 $ 47,605 $ 621,745 $ 52,207 $ 874,042
Electiic operating expenses:
Qperation and maintenance:

2 Fuel used in electric generation 1,274,999 121,830 37,814 159,644 - 159,644
3 Purchased power 502,937 41274 22,158 63,432 - 83432
4 Other ion and P 1,324,856 139,488 (9,164) 130,324 - 130,324
S Depreciation and amortization 1,107,014 104,499 29,873 134372 - 134,372
[} General taxes 159,530 28,033 941 28,974 272 29,246
7 Interest on customer deposits 10,049 (b) 634 - 634 - 634
8 EDIT Amortization (155,407) (8,041) 8,041 - - -

9 Netincome taxes 231,477 27415 (9,373) 18,042 12,980 31,022
10 Amortization of investment tax credit (3.756) (354) 3 (357) - (357)
11 Total electric operating expenses (Sum L2:L10) $ 4451701 $ 454,778 $ 80,289 $ 535,067 $ 13,252 $ 548319

12 Operating income (L1 -L11) $ 1,220,452 $ 119,362 S (32,684) $ 86,678 $ 39,045 $ 125,724
13 Customer Growth 212 96 308
14 Net operating income for retum (L12 + L13) $ 1220452 $ 119,362 $ (32,684) $ 86,891 $ 39,141 $ 126,032
15 Original cost rate base $ 17439462 $ 1733418 $ 112,768 () $§ 1,846,184 $ 1,846,184
16 Rate of retum on South Carolina retail rate base (L.14/1.15) 6.89% 4.71% 6.83%
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Attachment A

DUKE ENERGY PROGRESS, LLC
CALCULATION OF ADDITIONAL REVENUE REQUIREMENT
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E
(Dollars In Thousands)

South Carolina Retall Operations

Before Proposed Increass After Proposed Increase
Embedded Embedded
Line Dec. 31, 2021 Pro forma Retall Cost/ Operating Retall Cost/ Operating
No. Description Amount Ratlo Rate Base Retum % Income Rate Base Retum % Income
Col. 1) (Col. 2) (Col. 3} (Col. 4) {Col.5) (Col. 6) {Col.7) (Col. 8)
1 Long-term debt $ 8404171 (a) 47.57% $ 878230 TN s 33,108 $ 878230 377% $ 33,109
2 Common equity 9,830,900 52.43% 267,954 556% 53,781 967,854 9.60% 3 92,924
3 Total (L1 + £2) $ 18,235,071 100% § 1.846,184 (b) $ 88891 (c) $ 1.848,184 (d) $ 126,033
4 Operating income before increase (Line 3, Column 5) 3 86,891
5 Additional operating income required (L3 - L4) 3 39,142
8 Customer growth (L5 x 0.24486%) $ 26
7 Additional operating income required, adjusted for customer growth (LS - L6) $ 39,048
8 Gross receipts taxes (0.300%) and utilty assessment (0 22026%) $ 272
) Income Taxes $ 12,880
10 Additional revenue requiremen (L7 + L8 + L9) $ 52,297

~ Some totals may not foot or compute due to rounding

Notes: {a} Current long-term debt maturities are excluded
{b) From Page 1, Line 15, Column 4
{c) From Page 1, Line 14, Column 4
{(d) From Page 1, Line 15, Column 6
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Sales of Electricity
Other Revenue
Electric operating revenue (L1 + L2}

Electric operating expenses.
Operation and maintenance
Fuel used in electric generation
Purchased power
Other operation and maintenance expense
Depreciation and amortization
Genera! taxes
Interest on customer deposits
EDIT Amortization
Net income taxes
Asvortization of investment tax credit
Total electric operating expenses (Sum L4:1.12)

Operating income (L3 - L13)

Operating Income revenue reguirement impact

DUKE ENERGY PROGRESS, LLC

DETAIL OF ACCOUNTING ADJUSTMENTS-SOUTH CAROLINA RETAIL.
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021

DOCKET NO. 2022-254-E
(Dollars in Thousands)

Attachment A

Eliminate
Annualize Update Cost Levelze
Retail Fuel Costs Recovered Nuclear
Revenues Eliminate  Adjust to through  Adjust O&Mfor Normalize Update AdjustTest Adjust Refueling
for Current  Unbilled  Other  Approved  Non-Fuel Executive  O&M Labor Benefits Year Aviaton  Qutage
Rates  Revenues Revenue  Rates Riders C i Costs Costs
SC1010  $C1020 SC1030 __$C2010_ $C2030 5C2040 SC2050 SC2060 SC2080 SC2090 SC2100
{Col. 1) (Col.2) (Cal.3) (Col. 4) (Cot 5) (Col. 8) (Cot.7) {Col.8) (Col 8) {(Col.10) {(Col 11)
57864 (5792 - 2212 - - - - - - -
- - 527 - (8,152) . . L N A A
$ 57864 $ (5782) $ (527) $ 2212 $ (6,152) § = $ - $ - $ S $ 5 $
= 37,814 x - -
- - - 22,158 . - - - - - -
127 - (U] - {10,089) (154) (1.928) 121 {4,290) (193) 34
- - - e 1,960 - - - - - .
174 1n )} - (1,048) O] (85) - [
N - - 5 8,041 - - - - : .
14,362 (1.441) 3y (a4 755 40 502 {30) 1,070 49 {8}
$ 14663 $ (1458) $ (134) $ 45561 $ (381) § 119) $ (1511) 8 91 §$ (32200 8 (147) § 26
$ 43201 $ (4334) $ (394) $ (43 349) $ (5771) $ 119§ 1511 § (91) § 3220 § 147§ (28)
S(57864) S 5805 3 527 $ 58062 $ 7720 $ {160) $_(2024) § 122 $ (4312) S (197) 3 34
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Sales of Electricity
Other Revenue
Electric operating revenue (L1 + L2)

Electric operating expenses.
Operation and maintenance

4 Fuel used in electric generation
5 Purchased power
6 Other operation and maintenance expense
7 Depreciation and amortzation
8 General taxes
8 Interest on custormner deposits
10 EDIT Amortization
11 Netincome taxes
12 Amortization of investment tax credit
13 Total electric operating expenses {SumL4 L12)

14 Operating income (L3 - L13)

15 Operating Income revenue requirement impact

Attachment A
DUKE ENERGY PROGRESS, LLC
DETAIL OF ACCOUNTING ADJUSTMENTS-SOUTH CAROLINA RETAIL
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-€
(Doltars in Thousands)
Adjust Annualize Adjust for
Reserve  Annualize  Property Post Test Adjust Amortize Anvortize
for End-of- Depreciation Taxes on Year Depreciation Remove Roxboro Amortize Amortize Deferred
Life on Year-End Year-End Additonsto  for New Add CWIP NCEMPA Wastewater  Deferred Remove Rate  Environmental
Nuclear Plant Plant Plantin D i in Rate i Treatment i Expiring Case Non-ARO
Costs. Balances Balances Service Rates Base  Adjustment PlantCosts ARO Costs Amortizations Costs Costs.
SC2120 SC3010 $C3020  $C3030 Sc3odo SC3050  SC3060 SC3080 $C4010 $CS5010 SC5020 SC5030
(Col 12) (Col 13)  (Col 14} (Col 15) (Co). 16) {Col.17) (Col.18) (Col 18) {Col. 20) (Col.21)  (Col. 22) (Col. 23)
s - 3 - $ - 3 P - 8 - s - 8 - 3 - 8 - s - s -
- - - - - - . - - (577) 900 -
(1,857) 14,937 - - 9.170 - (1,156) 177 7.544 (5,043) B 1,088
A o 1,928 o 5 g = = 5 a o o
463 3.727) (481) - (2.288) - 288 {44) (1,882) 1,402 {25) (272)
- 3) - - - - - - - - - -
$ {(13%4) $ 11,208 $ 1447 § ) $ 6882 § - $ (887) $ 133 § 5662 $ (4218) $ 675 §$ 817
$ 1384 $ (11,208) $ (1.447) $ 4 $ (6882) 8 - s 867 § (133) § (5.662) $ 4218 $ (675) § (817)
$ (1867) 8 15012 $ 1938 $ | $ 8218 S - 3 _{1,162) S 178 $ 7584 S (5650) $ 905§ 1,094
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Sales of Electricity
Other Revenue
Electric operating revenue {L1 + L2)

Electric operating expenses.
Operation and maintenance
Fuel used in electric genersation
Purchased power
Othes operation and maintenance expense
Depreciation and amortization
General taxes
Interest on customer deposits
EDIT Amortization
Net income taxes
Amortization of investment tax credit
Total electric operating expenses {Sum L4:L.12)

SR soeo~ona

14 Operating income (L3 - L13}

15 Operating Income revenue requirement impact

Attachment A

DUKE ENERGY PROGRESS, LLC
DETAIL OF ACCOUNTING ADJUSTMENTS-SOUTH CAROLINA RETAIL
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E
(Dollars In Thousands)

Adjust /8
Adpst Amortze Q&M for
Approved Amortize  Deferred i
Amortize Regulatory Defered  Asheville  Deferad and pro-  Synchronize Normalize Adjust for
Deferred Assetsand SCAMI  Combined SC ActNo Adjust Coal forma Interest Storm Storm
Gnd Costs  Liabllities Costs CycleCosts 62Costs  Inventory adjustments Expense Costs Reserve
SC5040 SC5080 SC5100  SC5110 $C5140 SC6010 SC6020 SC6030 $Cr010 $C7030 Total

(Col 24) (Col 25] [Col 26) (Col 27)  (Col 28)  (Col.29)  (Col. 30}  (Col.31)  (Col.32)  (Col 33) | (Col.34)
. - - - - : : - - - |8 se28s
- - - - . - - - - - s (esm9)

s s - § - § - 8§ - § - s T s - § - 8§ - [s 47605
. N s 37814

- - - - - - |s 288
- - - . 682 . ‘ 3,204 3000|s (9.164)
1631 309 6717 435 - 2 - . - - |s 20873

. . i 5 £ - : - . s 041

B N . - - s -

- - - - - . - . - |s 804
(407) an 1169} (109) (170) . . (885) (799) (ra9))s 19,373

= - - N 5 . . - - s 3

$ 1224 § 232 § 508 § 327 § 512 8 - % —§ (885) § 2405 § 2252|$ 80289
S (12408 (23)S {S08) §  (327)$ (51238 - 8 - s 885 § (2405 $ (2252|s (32684)
S 1639 5 310 § 660 $ 457 § 666 3 8 S (lie5) s 3221 3 3016]s 43777
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DUKE ENERGY PROGRESS, LLC

DETAIL OF ACCOUNTING ADJUSTMENTS-SOUTH CAROLINA RETAIL
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021

DOCKET NO. 2022-254-E
{Dollars [n Thousands)

Eliminate
Annualize Update Cost Levelize
Retail Fuel Costs Recovered Nuclear
Revenues Eliminate  Adjust to through  Adjust OBM for Normalize Update AdustTest Adjust Refueling
for Current  Unbilled  Other  Approved  Non-Fuel Executive  O&M Labor Benefits Year Aviation  Outage
Rates  Revenues Revenue Rates Riders  C i Costs Costs
SC1010 _$C1020 SC1030 SC2010  SC2030 $§C2040 SC2050 SC2080 SC2080 $SC2090 SC2100
(Col 1) (Cot 2} (Col 3) (Col 4) [Col 5) (Col 6) {Col 7) (Col 8) ({Col 9) (Col 10) (Col 11}
Rate Base
Electric plant in service - - - - {30631} - - - -
iation and - - - - 11,526 & - - - -
Net efectric plant in service (L16 + L17) s - $ - 8 -8 - $ (19105} $ - $ $ - s - $ - [ T
Materials and supplies - - - - - - - - - -
i jtal
Customer deposits - - -
Cash Working Capital - - - - - - -
Unamortized debt - - - - - -
Required Bank Balance - -
SFAS-158 - - - - = - -
Prepayments - - - -
Average Taxes Accrual - - - - -
Injuries and Damages - - - - - -
Coal Ash Spend - - - - - -
Excess Deferred Income Taxes = - - - - - - -
Other - (1:238) (21,870} - (856) . + .
Total Working Capital {Sum L20 30) $ - $ $ $ (7.238) $ (21870} $ - s - 8 {8%6) - $ - [
Accumulated deferred income taxes - 1,805 8,958 214 -
Qperating reserves - - - - - - -
Construction Work in Progress - - - - - - - -
Plant Held for Future Use - - - - - . - - - -
Tota! Initial cost rate base (L18 + L19 + SUM{L31135) _$§ - $ - S - $ (5431) $ (32017) $ - (] $ {642) § P ] - [
Rate Base revenue requirement impact $ - s - s - $ (497) $ (2928) $ - 3 - $ (59) 8 - s - s -
Total Revenue requirement impact (L15+L37) (1] $(57864) 8 5805 $ 527 S 57566 S 4802 $ {160) $ _(2024) S 63 S (4312) S (197) $ 34

Notes [1) Does not include the impact of customer growth that is incorporated into the total revenue requirement calculation on Page 2
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Attachment A
DUKE ENERGY PROGRESS, LLC
DETAIL OF ACCOUNTING ADJUSTMENTS-SOUTH CAROLINA RETAIL
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E
{Doltars In Thousands)
Adjust Annualize Adjust for
Reserve  Annualize  Property Post Test Adjust Amortze Amortze
for End-of- Depreciation Taxeson Year Depreciation Remove Roxboro Amonize Amortize Deferred
Life on Year-End Year-End Additonsto for New Add CWIP NCEMPA Wastewater  Deferred Remove Rate  Environmental
Nuclear Plant Plant Plantin  Dx i in Rate i Treatment d Expiring Case Non-ARO
Costs Balances Batances Service Rates Base Adjustment PlantCosts AROCosts Amortizations Costs Costs
$C2120 $C3010 $C3020 SC3030 $C3040 SC3050  SC3060 $C3090 $C4010 $C5010 $C5020 SC5030
(Col 12) (Col 13} (Col t4) (Col 15}  (Col 18} (Col. 17} (Col.18) (Col. 19) (Col 20) (Col 21} (Col 22}  (Col. 23)
Rate Base
Etectric plant in service - - - 70,758 - - (31,681) - - - - -
preciation and - {4,486) - (43,881) (8,170} - 8,185 - - - -
Net electric plant in service (L16 + L17) S - S (4486) § - § 26877 § (9.170) 8 - S (23,49%) § R 3 T s - s - §
Materials and supplies - - - - - N - - N . -
{
Customer deposits -
Cash Worlding Capital
Unamortized debt - - - - - - - - -
Required Bank Balance -
SFAS-158 - - - - - - - - - -
Prepayments - - - - -
Average Taxes Accrual - - - -
Injuries and Damages - - - - -
Coal Ash Spend - - - 45,265 - -
Excess Deferred Income Taxes - - - - - - s
Other - - {1,846 2,039] 6,532
Total Working Capital (Sum L20:30) $ s $ $ 3 s s $ 3 45265 § (1.846) $ (2.039) $ 6,532
Accumulated deferred income taxes - (11,284) 460 509 {1.630)
Operating reserves - - - - - - - - -
Construction Work in Progress - - - 86,259 . N - e N
Plant Held for Future Use - S =) d b N : S - - -
Total initial cost rate base {L18 + L19 + SUM(L31135) _$ - s (4488) $ $ 26877 $ {9,170) $88250 § (23496) $ - $ 33971 § (1,385) $(1,531) § 4,902
Rate Base revenue requirement impact $ - 3 a0y s - $ 2458 $ {838) $ 7887 $ (2,148) § $ 3,106 $ (127) $ (140} $ 448
Total Revenue requirement impact (L15+L37) m S ‘1 867) § 14, 6_01 $ 1 93_8 $ 2 45_8 $ 8379 § 7887 § ’3 310' $ 178§ 10,680 $ E 777} § 76_5 $ 1,543
Notes: [1) Does not include the impact of customer growth that is incorporated into the total revenue requirement calculation on Page 2
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DUKE ENERGY PROGRESS, LLC
DETAIL OF ACCOUNTING ADJUSTMENTS-SOUTH CAROLINA RETAIL
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254E
{Dollars In Thousands)

Adjust 1/8
Adpst Amonize O&M for
Approved  Amortize  Delerred i
Amortize Regulatory Defered  Asheville  Defered and pro-  Synchvonize Normalize  Adjust for
Deferred Assetsand SCAMI  Combined S.C ActNo AdpustCoal forma Interest Storm Storm
Grid Costs  Liabilities Costs CycleCosts 62Costs  Inventory adjustments Expense Costs Reserve
SC5040 SC5080 SC5100 S$C5110 SC5140 SC6010 $C6020 $C8030 $C7010 $C7030 Yotal
[Col 24} (Col.25)  (Col.26)  (Col 27)  (Col 28)  (Coh.29)  (Col.30)  (Cot 31)  (Col 32]  (Col. 33)  (Cot 34)
Rate Base
Etectric plant in service - - - - - - - - - $ 8445
p ion and jzati - - N - - - - - $ (37,826
Net efectric ptant In service (L16 + L17) s s -8 - 8 - $ - s - 3 $ -8 - 3 - |8 (29.380)
Materials and supplies - - - . 540 - - - $ 540
i

Customer deposits - $ -
Cash Working Capdtal 3622 $ 3622
Unamortized debt - - - - s -
Required Bank Batance - $
SFAS-158 - - - N B ) 3 -
Prepayments - - - s
Average Taxes Accrual - - 3 -
Injuries and Damages - - - - - - - $ -
Coal Ash Spend - - - - - - - $ 45265
Excess Deferred Income Taxes = S N = - - - |5 -
Other 26,093 - 9,475 15,664 (1,923) - . (3 000)| S 18994
Tota) Worlang Capital (Sum L20°30) $ 26093 § $ 90475 $ 15664 $ (1923) § - $ 382 % s - $ (3000)s 67881
Accurmulated deferred income taxes {6,510} - (2.364) {3.908) 480 - - 749 |$ (12531)
Operating reserves - - - - - - - s -
Construction Work in Progress - - - - - - - $ 86259
Plant Held for Future Use - - - - - - = + -_|s -
Total Initial cost rate base (L18 + L19 + SUM(L31:L35) $ 19,583 $ - $ 7111 $ 11756 $ (1443) S 540 $ 3622 $ $ = $ 2 252“ $ 112768
Rate Base revenue requirement impact $ 1,791 § - s 650 § 1075 § (132) § 49 S 3 s - s - $ (206)]$ 10,311
Total Revenue requirement impact (L15+L37) $ 3 430 $ 310 $ 1331 $ 1512 § §_54 3 49§ 331 § (1 IBG! $ 3221 § 2 812 $ 54 &

Notes. (1] Does not include the Impact of customer growth that is incorporated into the total revenue requirement calcutation on Page 2
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Line
No. Description

DUKE ENERGY PROGRESS, LLC
ORIGINAL COST RATE BASE-ELECTRIC OPERATIONS
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E

1 Electric plant in service

2 Less: and

3 Net electric plant (L1 + L2)

4 Add: Materials and supplies
5 Working capital investment
6 Plant held for future use

7 Less: Accumuiated deferred taxes
8 Opevating reserves

9 Construction work in progress

10 Total (Sum L3:L9)

{Dollars In Thousands)
Total
Company South Carolina Retall Operations
Page Per Por Accounting As
Reference Books Books Adjustments AdJusted
Col. 1) (Col.2) (Col. 3) (Col. 4)
4a $ 31,835,954 $ 3,185244 $ 8,445 $ 3,193,689
4b {12,887,184) {1285,316) (37.826) {1.323,142)
18,948,770 1,899,928 (28,380) 1,870,547
4c 1,054,172 92,239 540 92,779
4ad (55,828) @25.367) 67,881 42513
52,661 5,268 - 5,268
(2.580,679) (240,616) (12,531) (253,147)
20,366 1,964 - 1.964
- - 86,259 86,259
$ 17.439462 $ 1733416 $ 112,768 $ 1,846,184

— Some lotals may not foot or compute due to rounding
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Attachment A

DUKE ENERGY PROGRESS, LLC
ELECTRIC PLANT IN SERVICE AT ORIGINAL COST
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E

{Dollars In Thousands)
Total
\pany South Retall Operations
Line Per Por Accounting As
No.  Description Books Books Adjustments AdJusted
{Col. 1) (Col. 2) (Col. 3) (Col. 4)

1 Production Plant $ 18,042,509 $ 1633852 $ (23,632) $ 1610220
2 Transmission Plant 3,443,502 319,904 10,137 330,042
3 Distribution Plant 8,531,324 1,042,262 6,029 1,048,291
4 General Plant 779,490 84,715 15,731 100,445
5 intangible Plant 693,387 70,168 180 70,348
6 Subtotal (Sum L1:L5) 31,480,212 (a) 3,150,800 8,445 3,159,345
7 Nuclear Fuel (Net) 345,742 34,344 - 34,344
8 Total electric plant in service (L6 + L7) $ 31,835,954 $ 3,185244 $ 8,445 $ 3,193,689

e — —————— ———— S———

-- Some totals may not foot or compute due to rounding.

Notes: (a) asset reti i ptant held for future use, and certain capitatized leases
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DUKE ENERGY PROGRESS, LLC

ACCUMULATED DEPRECIATION AND AMORTIZATION - ELECTRIC PLANT IN SERVICE
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E

(Doliars in Thousands)
Total
Company South Carolina Retail Operations
Per Per Accounting As
Description Books Books Adfustments Adjusted
{Col. 1) (Col.2) (Col. 3) {Col. 4)

Production Reserve $ (7.968,065) $ (729512 $ (25,216) $ (754729)
Transmission Reserve {865,062) (80,635) (4,045) (84.680)
Distribution Reserve (3.379,517) {405,114) (2861) (408,074)
General Reserve (239,893) (26,071) {4,848) (30,920)
Intangible Reseive (434 646) (43.984) (755) (44.740)

Total (Sum L1'LS)

The annual composite rates (calcutated based on 2021

‘Steam production plant

Nuclear production plant

Hydro production plant

Combustion turbine production plant
Transmission plant

Distribution plant

General plant

Intangible plant

— Some totals may not foot or compute due to rounding

Notes:

(a) asset

$(12,887,184) (a) $ (1,285316) S (37.826) $_(1.323142)

for d

are shown below:

Plant/Other
6.69%
2.02%
367%
3.52%
2.34%
267%
5.39%

20.00%
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Line

DUKE ENERGY PROGRESS, LLC

MATERIALS AND SUPPLIES
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E

{Dollars In Thousands)

Total
Company South Carolina Retail Operations
Per Per Accounting As
Description Books Books Adjustments Adjusted
(Col. 1) (Col. 2) (Col.3) (Col. 4)

Fuel Stock:
Coal $ 93916 $ 9,320 s 540 (a) § 9,869
Oil 97,682 9,703 - 9,703

Total fuel stock (L1 + L2) 191,599 19,032 540 19,572
Other electric materials and supplies

and stores clearing 862,573 73,208 - 73206
Total Materniaks and Supplies (L3 + L4) $ 1054172 $ 92,239 $ 540 $ 92,779

-- Some totals may not foot or compute due to rounding

Notes: (a) Adjusts coal inventory to reflect the settied targeted inventory leve! of 35 days at full load.
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DUKE ENERGY PROGRESS, LLC
WORKING CAPITAL INVESTMENT

FOR THE TEST PERIOD ENDED DECEMBER 31, 2021

DOCKET NO. 2022-254-E

- Some totals may not foot or compute due to rounding.
Notes: (a) Page 3b, Column 33, Line 4 + Line 6

{b) Reflects an increase in operating funds based on 1/8 of O&M on Line 1.

(Dollars In Thousands)
Total
Company South Carolina Retall Operations
Line Per Per Accounting As
_No.  Description Books Books Adjustments Adjusted
{Col. 1) (Col. 2) {Cot. 3) {Col. 8)

1 12 Months O&M (excluding purchase power & nuclear fuel) $ 2,273,966 $ 228761 S 28650 (@) § 257411
2 Cash Working Capital (1/8 of Line 1) $ 284,246 $ 28,595 s 3622 (b) $ 32217
3 Less: Average Tax Accruals (69.310) (6.851) - (6,951)
4 Subtotal; Investor Funds for Operations (L2 + L3) 214,936 21644 3622 25,266
5 Required Bank Balance - - -
6 Unamortized Debt 50,494 5,064 - 5,064
7 Prepayments 76,388 7.660 7,660
8 Customer Deposits {144,574) (20,632) (20,632)
] SFAS 158 339,408 32,786 - 32,786
10 Coal Ash Spend 262,903 1,996 45,265 47,260
1 Excess Deferred Income Taxes (1,294,226) (182,979) (182,979)
12 Other 438,844 109,093 18,994 128,087
13 Subtotal: Other Investor Funds (Sum L5:L12) (270,764) (47,012) 64,259 17,247
14 Total Working Capital Investment (L4 + L13) $ !55.823! $ 125,367! $ 67,881 $ 42,513
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DUKE ENERGY PROGRESS, LLC

RECONCILIATION OF PROPOSED REVENUE REQUIREMENT

FOR THE TEST PERIOD ENDED DECEMBER 31, 2021

DOCKET NO. 2022-254-E

(Thousands of Dollars)

Line

No. Item Amount
1 Revenue requirement increase per Elliott Exhibit 1, Application $ 89,325
2 Updates made by the Company in Supplemental and Rebuttal Filings (819)
3 Revenue requirement increase per Elliott Exhibit 1, Rebuttal Update $ 88,506
4
5 Updated Accounting and Pro Forma Adjustments:
6 S§C2040 Adjust O&M for Executive Compensation $ 359
7 SC2050 Normalize O&M Labor Expenses (2,202)
8 8C2060 Update Benefits Costs (356)
9 SC2080 Adjust Test Year Expenses (420)
10 SC2120 Adjust Reserve for End-of-Life Nuclear Costs (228)
1" SC3010 Annualize Depreciation on Year-End Plant Balances 3,379
12 SC3020 Annualize Property Taxes on Year-End Plant Balances 592
13 SC3030 Adjust for Post Test Year Additions to Plant in Service (8.774)
14 SC3040 Adjust Depreciation for New Depreciation Rates 8,379
15 SC3060 Remove NCEMPA Acquistion Adjustment 70
16 SC3090 Amortize Roxboro Wastewater Treatment Plant Costs 15
17 SC4010 Amortize Deferred Environmental ARO Costs (10,936)
18 SC5020 Amortize Rate Case Costs (338)
19 SC5030 Amortize Deferred Environmental Non-ARO Costs (2,956)
20 SC5040 Amortize Deferred Grid Costs (7,277)
21 SC5100 Amortize Deferred SC AMI Costs (3,763)
22 SC5110 Amortize Deferred Asheville Combined Cycle Costs (2,857)
23 SC5140 Amortized Deferred S.C. Act No. 62 Costs (94)
24 SC6010 Adjust Coal Inventory (128)
25 SC6020 Adjust 1/8 O&M for accounting and pro-forma adjustments (25)
26 SC6030 Synchronize Interest Expense 611
27
28 Impact of pro forma updates before customer growth and WACC updates $ (26,948)
29
30 Impact of change in return of equity to 9.6 percent s (8,209)
31 Impact of change in capital structure to 47.57/52.43 percent 1 (1,095)
32 Customer Growth 43
33
34 Revenue requirement increase per Elliott Exhibit 1, Settlement Agreement $ 52,297

[1] Includes the impact on per book rate base, changes to rate base resulting

from the adjustments above, and the synchronize interest expense adjustment.
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DUKE ENERGY PROGRESS, LLC
SUPPLEMENTAL CHANGES

FOR THE TEST PERIOD ENDED DECEMBER 31, 2021

DOCKET NO. 2022-254-E
(Thousands of Dollars)

ftem
Base Rate
Proposed Revenue Increase - per Company's Application
Revenue Impact of Proposed Updates
Adjusted Revenue Increase
Riders
EDIT-1 Rider
Rate Year 1 Step-In Decrement Rider

Total Rider Revenue Requirement

Total Net Revenue Increase - Year 1
Net Revenue Increase - Year 2+

Adj. No. Adjustment Title

SC1010 Annualize Retail Revenues for Current Rates
SC1020 Eliminate Unbilled Revenues
SC1030 Adjust Other Revenue
§C2010 Update Fuel Costs to Approved Rates
SC2030 Eliminate Cost Recovered through Non-Fuel Riders
SC2040 Adjust O&M for Executive Compensation
SC2050 Normalize O&M Labor Expenses
SC2060 Update Benefits Costs
SC2080 Adjust Test Year Expenses
SC2090 Adjust Aviation Expenses
SC2100 Levelize Nuclear Refueling Outage Costs
S§C2120 Adjust Reserve for End-of-Life Nuclear Costs
SC3010 Annualize Depreciation on Year-End Plant Balances
SC3020 Annualize Property Taxes on Year-End Plant Balances
SC3030 Adjust for Post Test Year Additions to Plant in Service
SC3040 Adjust Depreciation for New Depreciation Rates
SC3050 Add CWIP in Rate Base
SC3060 Remove NCEMPA Acquistion Adjustment
SC3090 Amortize Roxboro Wastewater Treatment Plant Costs
SC4010 Amortize Deferred Environmental ARO Costs
SC5010 Remove Expiring Amortizations
SC5020 Amortize Rate Case Costs
SC5030 Amortize Deferred Environmental Non-ARO Costs
SC5040 Amortize Deferred Grid Costs
SC5080 Adjust Approved Regulatory Assets and Liabilities
SC5100 Amortize Deferred SC AMI Costs
SC5110 Amortize Deferred Asheville Combined Cycle Costs
SC5140 Amortized Deferred S.C. Act No. 62 Costs
$C6010 Adjust Coal Inventory
$C6020 Adjust 1/8 O&M for accounting and pro-forma adjustments
SC8030 Synchronize Interest Expense
SC7010 Normalize Storm Costs
SC7030 Adjust for Storm Reserve
Total Pro Forma Adjusments
Operating Income As Adjusted Before Customer Growth
Customer Growth
Net Operating Income for Returm/Total Rate Base

Company  Settlement
Application Agresment
$ 89326 $§ 89,326
(37.028)
$ 89,326 $§ 52,297
$  (20,990) $ (16,426)
$ {15.000) $ -
$ (35,990) § (16,426)
$ 53335 $ 35871
$ 68335 § 35871
OPERATING INCOME | [ RATE BASE ]
Company Settlement Company Settiement
Application _ Agreement Application  Agreement
$ 119,362 $ 119,362 $ 1,733416 $ 1,733,416
$ 43,203 $ 43,201 $ - $ =
(4,334) (4,334) - -
(394) (394) - -
(43,333) (43,349) (5.431) (5,431)
(5.771) {6.771) (32,017) {32,017}
324 119 B -
(124) 1,511 = S
(313) (91) - (642)
1,732 3,220 - -
147 147 - -
(26) (26) S g
1,224 1,394 - -
{8.217) {11,208) (12,285) {4.486)
{1.005) (1.447) - -
(3,119) - 94,746 26,877
(6,882) (9.170)
- - 62,778 86,259
867 867 (24,266) (23,496)
(163) (133) (598) 5
{11,5631) (5,662) 69,188 33,971
4,218 4,218 (1,385) (1.385)
(729) (675) 1,384 (1.531)
(3.057) 817) 4,412 4,902
(6,334) (1,224) 25,336 19,583
(232) (232) - -
(3,490) (508) 3,783 711
(2,021) (327) 18,189 11,756
(572) (512) (299) (1,443)
- - 1,945 540
- N 4,103 3,622
1,070 885 - -
(2,408) (2.405) - o
(2.252) (2,252) (2,252) (2,252)
$ (47,636) $ (32,684) $ 207332 $ 112,768
71,726 86,678
176 212
$ 71,902 $ 86,891 $ 1,940,748 $ 1,846,184
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Attachment A

DUKE ENERGY PROGRESS, LLC
SUMMARY OF PROPOSED REVENUE ADJUSTMENTS
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021

DOCKET NO. 2022-254-E
(Dollars in Thousands)

Line

No. Description SC Retail
1 Proposed Base Rate Revenue Increase $ 52,297 [1]
2 Proposed Update to EDIT-1 Rider $ (16,426) 2]
3 Proposed Net Revenue Increase - Year 2+ $ 35,871
4 Removed Proposed Rate Year 1 Step-In Decrement Rider 3 -
5 Proposed Net Revenue Increase - Year 1 $ 35,871

Notes: [1] Elliott Exhibit 1 Page 1 Settlement, Column 5, Line 1

[2] Elliott Exhibit 3 Page 3 Settlement

JuUewWdNSS
Znquyxg
nonig

61 40 9| abed - 3-4GZ-220Z #19%00Q - DSOS - Wd £2:+ 21 lienuepr €202 - A311d ATTYOINONLOATT



Order Exhibit No. 1

Docket Nos. 2022-254-E and 2022-281-E

March 8, 2023
Page 51 of 67

Line

No,

D AW e

10
1
12
13

14
15
16
17
18
19

DUKE ENERGY PROGRESS, LLC
EXCESS DEFERED INCOME TAX RIDER REVENUE REQUIREMENT - YEAR 4 ACCELERATED
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021

DOCKET NO. 2022-254-E
(Dollars in thousands)

Federal EDIT -
Federal EDIT - Unprotected,
Federal EDIT Unprotected, non PP&E  Deferred
- Protected PP&E related related Revenue NC EDIT Total
Description il  SCRetal  SCRefal SCRelail SCRetail SC Retail
A (B} <) (D) (E) (F)
ED! CH
Regulatory liability including gross up for Year 3 Rider calculation $ (131,470) § (52,473) § (4,568) $(6,152) $ - $(194,663) [1]
Amortization (includes 7 months of actual and 5 months of projected) 4,956 2,35 1,523 6,152 - 15,546 [1]
Regulatory liability including gross up for Year 4 Rider calculation (L1+L2) $ (126514) $ (49,558) § (3,046) §$ - $ - $(179,147) [1]
ARAM rate 324% 1}
Remaining Amortization Period 26.45 17 2 - - 4]
Annual amortization amount $ (49%6) § (2915 § (1,523) $ - s - $ (9.394) [1)
Regulatory liability including gross up for Year 4 Rider calculation (L3) $ (126,514) §  (49,558) $ (3.046) § - $ - $(179,117)
Amortization (June 1, 2022 - March 31, 2023) (L2/ 12 * 10) 4,130 2,429 1,268 - - 7829 (2]
Regulatory liability including gross up as of April 1, 2023 (L7 + L8) $ (122,384) § (47,129) § s - $ - $(171,289)
ARAM rate (L4) 3.24%
Remaining Amortization Period 25.61 2.75 1.17 - - 3]
Annual Amortization amount, April 1, 2023 - May 31, 2023 (L8 / L11) $  (4956) § (17,138) § (1523) § - § - § (23617)
Proposed Rate Case Impact to Amortization (L12 - L6) $ (14,222)
Regulatory liability including gross up as of Aprit 1, 2023 (L9) $ (122,384) $  (47,129) $ ann s - s - $(171,289) (4]
Amortization amount April 1, 2023 and May 31, 2023 (-L12) 826 2,856 254 - - 3,936 [4)
Regulatory liability including gross up as of June 1, 2023 (L14 + L15) $ (121557) $ (44,272) § (1523) § - s - $(167,353) [4]
ARAM rate 3.24% 14
Remaining Amortization Period 2545 2.58 1.00 (3] (4]
Annual amortization amount $ (4956) $ (17,138) $ (1.523) $ - $ - $ (23,617) [4]

{1} Docket No. 2018-318-E, Excess Deferred Income Tax Rider (EDIT) Revenue Requirement - Year 4, Exhibit 1, Page 1, Lines 1-6

[2) Projected amortization from June 1, 2022 through March 31, 2023

[3] Remaining amortization period for Federal EDIT - Unprotected PP&E related reflecls accelerated amortization period of 33 months
(4] The EDIT rider amounts for Year 5 are shown for illustrative purposes only. Actual rider amounts will be filed for Commission

approval each year by March 31st.
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DUKE ENERGY PROGRESS, LLC
EXCESS DEFERED INCOME TAX RIDER REVENUE REQUIREMENT - YEAR 4 ACCELERATED
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E
(Doliars In thousands)

After Tax
Weighted
Line Aveiage Cost
No. Cost of Coptal per Effott Extviit t Page 2 Settlement Ratio  Rate __of Capital
1 Debt 47.57% 377% 1.35%
2 Equity 5243% 960% 503%
3 After Tax Weighted Average Cost of Capital 6.38%
4 SC1010-4 Tax Rate - 2022 Caleulation of Tax Rates, Line 10 24 95%
5 Retention factor for Gross Receipts Taxes and PSC Utiity Assessment Fee 99.48%
Annusl Rider Calculation X
Amortization - From Page 1 Rider
Revenues
Federal EDIT - Ending Averageof EDIT Change in incl. Gross
Beginning Federal Federal EDIT - Unprotected, Balance Beginning Balancein Regulatory True-up Teceipts
Line Balance, EDIT- Unprotected, nonPPRE Deferred NC Total before andEndling  Base Liabdity for Retum for forsales Rider taxes,Utiity
No. Year Paget Protected PPAE related related Revenue EDIT Amortzation Retum Balance Rates  Rider Return  Rider volume Revenues Assessment
©) H O=(A L =K N} Ny =M/
A} 8) ©) (D) (E} (F)  =BrOMD) _ 1 iq) )2 W (K=-() AterTax (M) =(G)+(L} Retention
+E)+(F) WACC + (M) Factor
6 ':‘u:yg% {219,924)  (5,432) (2,813) (955)  (2,987) (1,140) {13.425) (206,499) ($213,212) (222.870) $9,656 $629 $0  (12,797) (12,854}
7 JMu:y2201- (212,841) (5,447 07 {1.524) (8,152 an (16,086) (196,855) ($204,898) (222,670) $17.972 $1.170 187 (14,7209) (14,803}
8 ‘3‘;‘)’2;2 (194,663)  (7.544) (2.915) (1.523) (8.152) - (18,134) (176,530) ($185,506) (222,870)  $37,273  $2.426 (426) (18,133 (16.220)
9 :‘u:'ii (179,117)  (4,130) (2,429) (1,269} - - (7.829) (171,289) ($175,203) (222,870) $47,667 $2,586 (16%)  (5,408) (5,436)
10 ::;)'2233- (171,289) (826) (2,856) (254) - - (3.936) (167,353) ($169,321) (182,979)  $13659 $145 - (3.781) 3.811)
" '3‘:;"2:: (167.353) (4956}  (17,138) 1523 - 5 (23617) (143736) ($155,544) (182.979) $27.435  $1750 - (21867} (21981
12 3’;;2245 (143736)  (4.956) 17,138) - - - (22,094) (121,642) ($132689) (182979)  $50291  $3,09 - (18,886} (18,984)
13 g:::zzg (121.642)  (2.891) (9.997) - - - (12,888) (108,753) ($115,197) (182,979) $67,782 $2,523 - {10,366) {10.420)
N ‘M‘:Yzz: (108,753)  {2,065) : - 5 - (2,065) (106,688) ($107,721) (182979)  $75258  $2,001 - (65) (65)
N ;';‘a'f;; (106,688)  (4,956) . . - - (4956) (101,732) ($104210) (182979) $78769  $5025 - ) 69

[1} Docket No. 2018-318-E, Excess Deferred Income Tax Rider (EDIT) Revenue Requirement - Year 4, Exhibit 1, Page 2, Lines 6 - 8.
Represents June 1, 2022 through March 31, 2023 based on cumrent approved revenue requirement per Docket No. 2018-318-E, Excess Deferad Income Tax
[2) Rider {EDIT) Revenue Requirement - Year 4, Exhibt 1, Page 2, Line 9.
13 Proposed revenue requirement effective Apal 1, 2023 through May 31, 2023 in ordet to accelerate the flow back of Federal EDIT - Unprotected PP&E to 33
months Reflects updated EDIT Balance in Base Rates effective April 1, 2023,
[4) The rider amounts for Years S through 8 are shown for dlustrative purposes only. Actual rider amounts will be filed for Commission approval each year by March 31st.

Rider
Revenues
Grossed Up
to Annuat
Amount
©) =N/
mths in
period © 12
{12,854) [1)

(14,803) (1)
(16,220) (1]
6.529) [2]
{22,864} [3)
(21,981) [4]
(18,984) (4]
(17,859 (4]
{155) (4]
69 (4]
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Attachment A
DUKE ENERGY PROGRESS, LLC
EXCESS DEFERED INCOME TAX RIDER REVENUE REQUIREMENT - YEAR 4 ACCELERATED
FOR THE TEST PERIOD ENDED DECEMBER 31, 2021
DOCKET NO. 2022-254-E
(Dollars in thousands)

Line
No. Annualized Excess Deferred Income Tax (EDIT) Rider Revenue Reguirements

1 Year 4 - As Approved: June 1, 2022 - May 31, 2023 $ (6,439) [1)

2 Year4 - As Proposed: Effective April 1, 2023 $ (22864) [2]

3 Change in EDIT Rider Revenues Including Gross Receipts Tax and PSC Utility Assessment Fee (L2-L1) $  (16,426)

[1] Approved in Order No. 2022-338 (May 5, 2022) in Docket No. 2018-318-E as proposed in Exhibit 1 Page
2, Line 9 filed on March 31, 2022.

[2] Elliott Exhibit 3 Page 2 Settlement, Line 10
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DUKE ERERGY PROGRESS, LLC
PSOSC Docket Ho. 2022-254-€

SC RETALL COST OF SERVICE-AD) AT PADPOSED REV

SETTLEMENT FILNG
Peed Settlernent Exhabit No. 4

For the test year ending December 31, 2021
Thousands

Dollarsin

Attachment B

St Revaed n et ol DT Aduted Redred
Preart Rates Geas Popadate  Proposed Rate Sardement sorths Present Rates Sattiernent
Revernes Presece Revemars Vanance Aehctonin  IncrasaBalore  Increase Afves offer Propored  Ruelncresse Reverues offer
tire Aruateed Gdudeg NetOperating Prsere Ahveroge FremThe Vatarcetom  Reduction Radction S tate updateto octve Inchadng et
@ BateClin Buishue fkn e 208 0 Arctaex pov g avitaxs Lot Rier Ahagn, R
w L ©“© BMANA) a I o) L] Pepo-{0) Ut Lol L] ™ M/
1o s o] woa2 § 2anm ram s mam s awen) s s 760 5 nan 1% wm) s usn 3 1045057 asen
1w 1184 nss [Xh a s ) n 1 . % o) an s san
3 wsas 249 o7 1 - 04 1 n n 1039% ) [ wu 230%
o« mas wm 1643 mane ran 1m0 120 ase 1m 0 s s [ 156017 140%
5w 0308 wan w6 s 19330 m e 7548 sa1s 3% aam 00 167 2%
s 3 saey 3, e sam 1501 27 o1 1 12 s o) ™ 11 106%
1 oms 1300 257 wn 229% 0 (] n » 0 waan o E n 1a08%
¢ oasms 004 19805 an 247% 12500 .o} 10 150 s 1 ™o 190 % 1019%
» W ft.] ) 1 1000 ] 3 ) 3 2 s20% o) 2 & 131%
10 scaEan 3 DT Sup 3 sean ans 3 3mose 3 o3 o5 [T LP¥ETT2 sary Teae 5 Iy ar, S
Targrt evernn Ao Tout #ropored Targei Reverne Ticget Rewerae
Customer Wehar Tas Mtod ose vaenefor Percers ncrease for Increasefor
Propamed Rate Geowth Normalastion  Adwstrmets Unadpsted for Rate Drrign Rate Dmign Pt rcraase RreOnign Rate Design
rcrene Adumert Adprnment totachade Presem Hobe spphed to Totat [ toUnaduated ons W ors Rate Oesin weh
A Reduction e inPresent for Rme Raverues Wuguatedbiteg  Unsdured  of Addtional chudeg Revanves for Settiement santioment Mgration gration
Une s Aoous; Devien 12Adated ssteoinact) Lalfgder Asdecironls Riders. Atwaran adsamern adainet
Mo Auecun Qa9 ) © Memet) MM/ (el ™ (=12 W) m @=m/m [ (a8)%00+ AN ] (AD) = (X1 - (A - fa0)
noms s nan s -8 - - 100.0% s nan s wm s 240 8 204507 osen LX) npe 3 w s nsa
1o . - . 100.0% 3480 an fre sam oty 1970 . 1970
n swwas n - . - 100.0% n 0 - T30m . [ . %
1 Gs a0 - - - 100.0% 0 ssn 18017 1.60% . san [ s
8 e sas - - 100.0% sais 1881 1878 PrTLY - 100 1
9 126 - - - 100.0% 2 » 1n 1% - I »
7o » . . . 1000% 0 (] » mn 1osw . n u
1 asus 1 . . - 100.0% 2 o 130 a3 1019% - 1583 . 135
»ow 3 - - - 1000% 3 2) 2 4 Yy - 2 - 2
0 scaman 5 ST s -3 PR} - 3 anT s TXIGE] Y Siron S31% s - 5 FTTITIE Y EXTTN 3308
Baveews jcessseq phh ORD pritlorment Adymments
Preser Revenuest Prevert Reverues Erchatng Riders
ke tncrenes Rite o ots tnconres Wate bncreaies
Without £DT-1 wah e Wihout €111 WkEDTL
Une ez Chanes Bider Chases Rder Chanee
be, fuggun A0S < BARSM (48) = 8x) - (AR ) AL 10D + LARD/ (B} (AR = (0] - (ARDN/ )
n o oae na% o
n ses B2 s
n swsras 1039 230%
0 s o 1e0%
1w 0% 2%
wou ey 1568
o 1o 1A
3 asus 1% s
» m Py 1s1%
10 scaetan Y53 [YTT}

Reed Setbamart EA NG &
1001

‘v 21 Aenuer €202 - d311d ATTVOINOYLO313

| Jo | abed - 3-$52-220C # 19000 - ISdOS - Wd €2



Order Exhibit No. 1
Docket Nos. 2022-254-E and 2022-281-E

March 8, 2023
Page 55 of 67
Attachment C
Resd Setfement Exhiat No 3
109
Duks Energy Progress. LLC
PSCSC Dockst No 2022-254-€
Tweive Months Ended December 31, 2021
Reed Setement Exhibit No. 3 - Derivation and Descripion of Rats and Tanff Changes
Description CumrentRate | New TOU Proposed Proposed | Percentage | Rationale for Change
2 with. Current Rilmwith | Ratewithout | Change
Riders with Riders Riders
1 (W2022) Embedded
3 Riders™
N12022) sl

(e w [T [5) © © i} =] [

+ = Reside

2 [Basic Facilities &

3 |Energy Charges SUMMER (Juty-Oct Bills]

4 |Eneegy Charges NONSUMMER {Nov.~June Bils) - First 800 kWh

3 [Ed Charges NONSUMMER {Nov ~June Bls) - over 800 kih

¢ |Three Phase Chamge

7 |Ene 08 SUMMER -Sep Bills) (NEW TOU)

8 [Enes es NONSUMMER (Oct-Apr Bils) - First 800 kWh (NEW TOU

9 |Enargy Charges NONSUMMER (Oct Bils) - Over 800 KWh (NEW TOV]

10

11 [Basic Facbes Chamge E

12 {6y Charges On-peak - rate structure shown below
13 [Energy Charges Off-peak - rate structure shown betow
14 [Demard Charges SUMMER {June-Sept Calendar] B rate structure shown below
15 [Demand Chanjes NONSUMMER (Oct.-May Calendar) - rale structure shown below
16 [Three Phase Charge - 81 (See v service study)
17 [Energy Charges Pesk Enorgy (NEW TOUI _ $0.15051 | " 19 recover reverne
18 [Energy Charges Off-peak Energy (NEW TOL) $0.08968 quivalent™” to recover revenus
e Ci 3 5 __$004877 | alent® [0 recover revenue
20 Charges Peak - [NEW TOU, 3184 ivalent”" lo recaver revenue
2 - TOU 3,81 quivalent®* to recover revenue
2 - $000 ] e meover reyenue
n — Besidential Seryice &

u Nities Charge $1463 = oposed

25 |Demand Chaiges Non-B; 1 :

2 Grid Access Fee {Above 15 KW] 3395 = | to match residential sute class increase

2z Crtical Peak §0.26752 p {0 match residential rate ciass incresse

= il $0.17595 B |30 match residential tate class increase

2 [Energy Charges Off-peal $0.11281 = i io match residential rate class increase

» Fnemv Chargea Super Off-0 S008748 2 Lio match residential rafe class increase

3 {Customer &  Charges On-peak 3004343 3 to match residential rate class increase

2 [Cuslomer & Charges Off-peak $003703 = o match residentral rate class incrense

3 [Customer 8 nergy Charges Super Offpeak $003320 - 3G 400338 maich residential cate class |

b 1General Setvice Schedule SGS

35 $1234 . $14.00 14 00 13 A ice study findings

3 $0.14155 : $0 14714 ment

ki $0 10488 -

E $650 5

» $0.30 B

® General Seivice Schedule

o T 0 betier refect Cost of Service study findings, matches SGS
2 - First 750 KWh (Demand Extender) $0.15006 o recover revenue requirement

o ~ Next 2 000 KWh 30 10757 X o recaver revenue requirsment

a“ - Additional KWh $0.08821 $0.11682 o recover revenue requirement

43 . (See phase service stud
.

ar

.

.

50 [Basic |

51 {Ene jes |

2 [Three Phase Chai 1
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Reed Setfament Exhibit No. 3
209
Duke Energy Progress, LLC
PSCSC Dockat No 2022-254-E
Twelve Months Endld Dmmbo' 31,2021
Reed Exhibit No 3 - iption of Rate and Tarift Changes
Description Cument Rate | New TOU Proposed Proposed | Percentage Rationale for Change
with Current Ratawith | Rats without | Change
Ridars with ‘Riders. Riders
(WV2022) | Embedded
Riders™
[(r1/2022) 147
1 Medium General Service Schedule MGS
54 [Basic Facilities Charg $21.36 - $24.00 32400 | 12 o better reflect Cost of Service study fAindings
53 [Energy Charges 3008687 B $009025 3003204 | 4 o recover revenue mquirement
58 [Demand Charges $6.90 B $7.19 3719 10 recover reverue requirement
57 [Three Phase Charge 3650 E 3900 L sed to mflect cost (See True-phase sesvice study)
58 |Billed KXWAR 3030 = $0.30 4
s Small General Service Time of Use Schedule SGS-TOU
60 [Baslc Faciites Charge $27.85 N $33.00 $33.00 185%  |Rate adjusted loununmcouofs«vmmwm-
6 [Energy Chages Onpeak (SUMMER] 3007734 B $0.00000 ced with new TOU rate structure shown below
62 [Energy Charges On-peak (NON-SUMMER] 3007734 - $0.00000 ced with new TOU rate stnuchire shown below
63 [Energy Charges Off-peak $0.08310 . $0.00000 ced with new TOU rate stncture shown below
¢4 |Demand Charges SUMMER {June-Sept Calendar) $12.45 . $0.00 = ructurs shown below
65 [Demand Charges NONSUMMER (Oct.-May Calenda $9.85 . $0.00 ced tructure shown below
66 [Demand ges Off-peak Excess $304 - $0.00 ¢ structure shown befow
67 [Energy Charges Minimum Bill - On-peak 30.05240 = $0.00000 X g replace tructure shown below
68 [Energy Charges Minimum Bill - Off-peak $0.05240 = $0.00000 -100.0% [Rate being replaced with new TOU rate structure shown below
65 [Demand Charges Minimum Bul $303 . $0.00 $0.00 -100.0% [Rate being replaced with new TOU rate structure shown below
70 (Billed KVAR $030 E $0.0 $0.30 00% [Changed methodology to captur VAR in demand (kW) to be consistant with DEC
71 [Energy Charges Peak - Summer (NEW TOU) -~ $0.13937 $0.14053 $0.13228 00% Rate adjusted from the Curen lo ecover revenue requirement
72 [Energy Charges Off-Peak - Summar (NEW TOU) - $0.06222 $0.08409 $0.05584 0.0% Rate sdjusted from the Cumrent to recover rev. sequirement
73 {Energy Charges Super OHf-Peak Summer (NEW TOU) - $0.03620 | 3004038 300213 00% | Rate adjusted from the Curment Equivalent™ to recover rev
74 [Energy Charges Peak - Winter (NEW TOU) = $0.13937 $0.14053 $0.13228 00% Rate ad| from the Cument Equivalent** to recover revenue
75 [Energy Charges Off-Peak - Winter (NEW TOU) - $006222 $0.06409 $0.05584 00% Rate adjusted from the o recoves revenue requirement
8 [Energy Charges Super Off-Peak Winter (NEW TOU) - $0.03920 $0.04033 $0.03213 00% Rate adjusted from the o recoves revenus requirement
77 [Demand Charges Peak - Summer (NEW TOU) B $338 $3.60 3360 00% N:to.d sted from the
78 [Demand Charges Mid - Summer (NEW TOU! . $7.42 $7.50 $7.90 0.0% sted from the Cument E
79 [Gemand Charges Base - Summer (NEW TOU] - $1.09 $116 $116 0% justed from the Current Eq
80 [Demand Charges Peak - Wintes (NEW TOU] B $3.38 $3.60 60 0% Ril.d sied from the Current Eq I** to recover revenue requirement
81 [Demand ges Mid - Winter (NEW TOU, - $7.42 $7.90 $7.90 0% Rate adi d from the Current Eq o ecover revenue requirement
82 [Demand Charges Base - Wintes (NEW TOU] N $1.09 $1.16 3116 | _00% Rato 89 d from the Current Eq I°* to recover reverue requirement
L2 Small General Service Thermal Energy Storage Schedufe SGS-TES
clities Charge ALL $27.85 - $0.00 -100.0% Rﬂl Schedule mm
Juma Ownk $0.06443 E $0.00000 ~100.0%
06216 - $0.00000 -100.0%
$14.70 B $0.00 ~100.0%
lendar) $12.08 N 30.00 -100.0%
$3.03 -~ $0.00 -100.0%
$0.05240 - $0.00000 -100.0%
$303 - $0.00 -100.0%
$0.30 - $0.00 -100.0%
Church and School Service Schedule CSE higher increase for CSEXCSA to incent
4.00 [ 12.4%"_JRate adjsted Io better reflsct Cost of Service study findings, matches MGS
Chuech and School Service Schedule CSG
$21.35 - 24.00 24 00 12.4% Rate adjusied to better reflect Cost of Seivice study findings, matches MGS
$0.13062 - $0.15544 $0.14719 19.0% __|Rate adj 10 recover revenue requires
3650 & 00 $9.00 38.5% Charge increased to reflect cost {See hase service stud;
$005731 - 05731 $0.04906 00% No change
3$3.03 = 3304 $304 0.3% Rate adjusted 1o recover revenue
$0.30 - 3030 1 3030 00% No change od
Traffic Signal Service Schedule TFS
12.34 = $14.00 $14.00
$0.09180 N $0.10480 $0.10285
$650 - $5.00 $9.00
3030 - $0.30 3030
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Attachment C

Reed Setfernent Exhist No 3

dolo

Duke Energy Progress, LLC
PSCSC Dockst No 2022-254-E
Twelve Months Endld Decomber 31, 2021
Reed ExhbitNo 3- Son of Rate and Tanff Changes
Description CumentRate | New TOU Proposed Propossd | Percentage Rationala for Change
with Current Ratawith | Ratewithout | Change
Riders with Riders Riders =
(12022) Embedded |
Ugmg
o

4% |Rate adjusted to m«mmcwols«mumnmm- matches MGS
B% Rate adjusted to recover revenue
5% Rate sdjusted to recover revenue unme'l

3650 - $9.00 $9.00 38.5% Oha 0 increased (o reflect cost (See Bwree-phase service study)
$0.30 . $0.30 $0.30 00% 1o ca) kVAR in demand to be consisten! with DEC
$17.00 - $6.00 $800 S29% Rl!! adjusted to match proposed connect/disconnect charges in the Service Regutations

$192.00 o $200.00 $200.00 42% Rate ad| 1o better reflect Cost of Service study findings, matches LGS
$0.06403 H $0.00000 -100.0% |Rate being rej with new TOU rate structura shown below
$0.05803 . $0.00000 -100.0% _|Rate being rej with new Dllrﬁllm:hln shown below
$21.06 E $0.00 -100.0% _[Rate being re, with new below
$20.08 . $0.00 -100.0% |Rate being rey with new below
Charges SUMMER (J-8) BLOCK 3 - ABOVE 10,000 KW $19.08 - 3000 -100.0% |Rate llnﬂnphmdvhﬁnew below
" Charges NONSUMMER {O-M) BLOCK 1 - FIRST 5,000 KW $15.80 . 3000 -100.0% [Rate bes with new below
g Charges NONSUMMER {O-M) BLOCK 2 - NEXT 5,000 KW $14.80 . $0.00 -1000% |[Rate nngrtpbe« with new TOU :ture shown below
17 Charges NONSUMMER (O-M) BLOCK 3 - ABOVE 10,000 KW $13.80 - $000 ~1000% | Rate baing reptaced with new TOU rate stucture shown below,
10 Charges Off-peak Excess 131 - 0 ~1000% [Rale being reptaced with new TOU rate structire shown below
" X B {$0.92] {$0.92) B40% Rate sdjusted to reflect unit cost study
150 ($0.00023) N {$0.00023) 1$0.00023) 00% No change proposed
151 [Transformation Discount Distiibution Demand X - {$0.35) {$0.35) -12.5% )Rate adjssted to refloct unil cost study
152 [Transformation Discount Distribution Energy {$0.00002) r {$0.00009) {30.00009) 350 0% |Rate adjusted to reflect uni cost study
153 [Bulled KVAR $0.30 = $0.30 $0.30 0% No change
154 [Energy Charges Peak - Summers (NEW TOU) - $0.12051 $0.08079 3007111 | 00% Rate adjusted from the Curment Equivalent** to recover tevenues requirement
1% [Ener gos Off-Peak - Summar (NEW TO - $0.05605 $0.05890 3005022 | 00% Rate adjusted from the Curren E: " to recover revenue requirement
156 [Energy Charges Super Off-Peak Summer (NEW TOU)] - $0.03419 $0 03959 $0.02991 0% Rato ad| from the Curtent Equivalent™ to recover revenue requirement
157 [Energy Charges Peak - Winter (NEW TO - $0.12051 $0.08079 3007111 | 00% Rate adjusted from the Current Equivatent™ to recover revenue requirement
L] Ry Charges Off-Peak - Winter (NEW TOU] . $0.05805 $0.05850 3005022 | 00% Rate adjusted from the Current Equivatent'”
1% ges Super Off-Peak Winter (NEW TOU) . 3003419 $0.03959 $0.02991 0% Rate adjusted from the Curment Equivalent'”
180 D.m:mchl ges Peak - Summer (NEW TOU! . $5.73 $612 $6.12 0% Rate adjust he Current Eguivalent””
16! IDe 2 et Firss KW [NEWY TOU) B $1364 1 $1459 1 $1458 he Conent
e Dummo'n ulhd- ummer Second 5.000KW (NEW TOU] . 31296 $1385 31385 % Rate adjusted from the
16 {Bemand Mg Sver 5 O00KW (NEW TO < i} | $i32 [ sz e e Cur
164 [Des rdcln usuu Saner (NEWTOU - $1.13 $1.20 3121 .0% Rate sdju irom the Currerd to recove! revenue requirement
165 {Bemand Charges Poak - Winter (NEW TOU - $573 $6.12 $6.12 0% __|Rele sdjust he Curren to rmcover revenue requirement
108 A,u.u charges Mid - Winter Fi KYY {NEWY TOL - [__$1458 | $1458 ate adiust he Current 0 rRCover revenug
e d ges Mid - Winter 450 Yy (NEWY TOA - $1296 | o 8dius! he Curre: 0 (ecover revenue
L Dtmlm Ohl lhd Winter AN over 5,000KW (NEW TOU - $1228 $13.12 $13.12 0% Rate from al fecove: revenue
189 [De ges Base - Winter (NEW TO - $1.13 $1.21 $121 Rate from the Curment fecover revenue
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Attachment C
Reed Setflernent Exhibit No. 3
4009
Duke Energy Progress, LLC
PSCSC Docket No 2022-254-E
Twelve Months Ended December 31, 2021
Reed Settlement Exhibit No. 3 - Denvation and Description of Rate and Tanff Changes
Description CummentRate | New TOU Proposed Proposed | Percentage Rationale for Change
with Current Ratewith | Ratewithout | Change
Riders with Riders. Riders
{(W12022) | Embedded
Riders™
torzoz) e
m Large General Service Curtailable Tims of Use Schedule LGS -CUR-TOU
171 [Basic Faciibes Crarge 343483 - $450.18 $450.16 io better reflect Cost of Service study Aindings
172 (Energ ges On-peak $0.05954 - $0.06019 $0.05051 o recover revenue
173 [Energy Charges Off-peak $0. - $0.05440 $0.04472 o recover reverue
174 |Demand Charges SUMMER (J-8) BLOCK 1 - FIRST 5,000 KW B $23.12 $23.12 lo recover revenue requirement
175 |Demand Charges SUMMER (J-S) BLOCK 2 - REXT 5,000 KW - $21.87 $21.87
178 [Demand Charges SUMMER (J-8) BLOCK 3 - ABOVE 10,000 KW L $20.82 $2082
177 [Demand Charges NONSUMMER {O-M) BLOCK 1 - FIRST 5,000 KW $17.13 - $17.32 $17.32
178 [Demand Charges NONSUMMER {O-M) BLOCK 2 - NEXT 5,000 KW $15.99 - 31817 $16.17 o recover reverwe mquirement
17 |Demand Charges NONSUMMER (O-M) BLOCK 3 - ABOVE 10,000 KW $1485 - $15.01 $15.01 to recover reverwe requirement
1% [Demand Charpes Curtatable Biling Demand 1.7t - $1.73 $1.73 to recoves revenua rquimmeant
181 [Transformation Discount Transmission Demand (30.50) - {3082} {$0.92) to refiect uit cost study
182 [Transformation Discount Transmission Energ {$0.00023] - {$0.00023) X
18 [Transformation Diacount Distribution Demand ($0.40) . {30.35)
18 [Transformation Discount Distribution Ene: {$0. ) - {$0.00008)
185 [Billed KVAR -
Ll Service
187 [RTP Administrative Charg $160.00 -
188 |Facilities Demand - Transmission Line $1.30 -
125 [Facikties Derand - T/D Substation 3170 -
150 [Faciities Demand - Distrbution Primary 3254 B
191 [Facikties Dermand - Distrbution Transformer $294 5
12 [Tax Factor 052% B [No change proposed; Rate reflects 0.3% gross receipts tax and cumrent 0.2202638088% SC
R
1% (Variable Environmental Charge (Fuel Adjustment $1862 i
. Traffic S| KWh
195 |70 Watt-16 HR/Y Lamp BLINKER 3222 2 0% Al rates adjusted by the same percentage to racoves revenue
196 1150 Watt-18 HR/1 Lamp BLINKER 3440 - 1% _ [Rate ad] o recover revenue requintment
197 |70 Watt-24 HR/ BLINKER $3.19 - 1% Rate ad)
198 150 Watt-24 HR/Y Lamp BLINKER $6.02 . 1% Rate ad)
155 |70 Watt-18 HR/Y Lamp $305 ) 1% Ri
18 HR/2 Lamp $372 N 2% |Rate sdjusted 1o recover reverue requinimen
fati-18 HR/3 Lamp 3407 - 3% [Rate adjusted to recover reverwe
22 70 Watt-16 HR/4 Lamp $529 - 2% Rate adjusted to recover revenue requirement
200 70 Watt-16 HR/S Lamp $407 - 3% Rate adjusted to recover revenue mauirement
204 [150 Wati- 16 HRIY Lamp $6.38 - 1% _[Rate Tecover cevenve
25 1150 Watl- 18 HR/2 Lamp $7.83 5 2% IR o recover revenue
208 [150 Wall-16 HR/3 Lamp $8.00 £ % R: to recover tevenue requinement
27 [150 Wati- 16 HR/4 Lamp. $11.18 - Rate adjusted Io recaver reverue requirement
208 150 Wati-18 HR/S Lamp $8.00 5 Rate sdjusted to mcover jevenus
29 |70 Walt-24 HR/Y $4.25 - Rate adjusted lo recover revenue
210 {70 Walt-24 HR/2 Lamp 35.18 g Rate sdjusted to recover revenue requirement
211 {70 Wait-24 HR/3 Lamp 3548 R X Rste sdjusted to recover ievenue requiement
Lamp $7.19 - 2% __|R: led to recover revenue
Lamp $5.48 E 3623 $8.13 1% |Rate adjusted lo recover revenue requiment
214 1150 Watt-24 HR/1 Lamp 39.18 = $10.46 $10.27 2% __[Rate adjusted lo mcover revenue mquirement
23 150 Wali-24 HR72 Lamp $10.84 - $12.37 $1218 1% Rate adjusted to recover reverwe ment
216 [150 Watt-24 HR/3 Lamp $11.24 - $12.83 $12.64 1% |Rate adjusted to recover revenue raquirement
217 1150 Wall-24 HR/4 Lamp $1550 - $17.68 $i741 1% Rate adjusted lo recover revenue requirement 1%
218 1150 Watl-24 HR/S Lamp $11.24 - $12683 31264 1% Rate adjusted to mcover revenua requirement 9
219 [Minimum Bill $12.34 E $1400 $14.00 5% Matches SGS, rate adjusted Lo better match Cost of Service si
20 [120 watt/18 How Rate Adder $1.10 - $1.38 $1.34 7% Rate adjusted to recover revenus requirement 1
21 (120 walt/24 How Rate Adder $1.40 - $1.73 $1.70 2% Rate adjusted to recover revenue 16

610 ¥ obed - I-¥SZ-ZZOZ #39490Q - I8JIS - Wd £Z'¥ Z) ABNUBr £20Z - 0T ATIVIINOHLOTIA



Order Exhibit No. 1

Docket Nos. 2022-254-E and 2022-281-E
March 8, 2023

Page 59 of 67

ERUNRUPHRBUSUNSERENY

2

g

B

¥

8

3

¥

Attachment C
Reed Setfement Exhixt No 3
50f9
Duke Energy Progress, LLC
PSCSC Docket No. 2022-254-E
Twelve Months Ended Decermber 31, 2021
Reed Exhibit No 3 - Derivation and L f Rats and Tanff Changes
Description CurrentRat | NewTOU | Propossd | Proposad | Percentage Rationale for Changs
with Current Rate with Rate without | Change
Riders with Riders Riders
(W12022) | Embedded
Riders™
winoz) o
Street Service Schedule SLS f increase than ALS due b much lower retum) (71
$10.75 = Rete sdjusted to recover ravemus matches A ]
$12.87 3 Rate adjusted io recover nevanue requirement; matches AL 59
$18.97 ! Rate adjusted to recover revenus requirement; matches A ]
$21.30 = Rate adjusted to recover reverwe requirement; matches A 152
$1338 ) Rate adjusted lo mcover revenue mquirement; matches AL a
$18.94 . Rate adjusted lo recover revenue requirement; matches AL [
$24.11 = Rate adjusted to recover ravenue requirement; matches A [E]
347.90 = Rate adjusted lo recover revenue requirement; matches )
- Rate ad] o recover revenue requirement; matches
- 7 Rate adjusted (o recover revenue requirement; matches
- 73 Rate adjusted to recover revenue maiches
- ¥ Rate adjusted maiches AL
- .78 Rate adjusted nue requirement; makches
- Rate adjusted to recover revenue requirement; matches ALS
- Rato adjusted to recover revenve maiches 3
N Rate adjusted to recover revenue requirement; maiches 160
= Rate 3d nl; malches 7]
- Rate ad makhes
- Rate malkches AL
- Rate ad matches
- Rate ad| requirement; maiches AL
- Rste ad matches
B Rate adjusied to recover revenue matches a1
B Rate adjusted to recover revenue mquirement, matches [
z Rate adjusted to mcover revenue mquirement; matches ]
- Rate adjusied lo recover revernue maikches
- Rale adjusted to recover revenua requirement; matches
5 Rale sdjusied to recover revenua rauirement; makhes
- Rate adjusted 1o recover revenus require: ; matches
- 6% Rate adjusted lo recover revenue requirement
- 8% |Rato sdjusted to recover revenue requirement
7% _|Rate adjusted to recover revenue requirement
- % Rate adjusted to recover revenve
- 7% Rate adjusted to recoves revenue matches ALS

56% |Rate adjsied

1o match approximate underground Uenching work order costs, maiches ALS

226% Rate adjusted

226% _|Rste adjusted

o recover revenue
to recove reverwe

225% _ |Rste sdjusted

225% Rate adjusted

225% _ |Rate adjusted

0 recover revenue requirement, matches ALS

o recover ravenue requirement

o recover revanue matches AL

225% | Rate adjusted

SYFEAUBRUARBUY URPEIBAYEE

& 26 53 32853 225% _ |Rate adjusted
o $42 14 $4214 225% Rate adjust

b $132 $132 222% Rate adjusted

A $26.53 $26.53 225% | Rate adjusied

N $3243 $32.43 225% _[Rato adusted

3 35.00 $5.00 0.0% No change propo
= $325 $3.25 8.3%

- $450 $450 8.4%

0 recover revenue requirement, maiches AL
o recover reverwe requirment, matches

lo recover revenus requirement, matches ALS

Rate adjusied 10 recover revenue requirement, maiches ALS
Rate adjsted 10 recover revenue requirement, makches ALS

10 fecover revenue requirement, matches ALS
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Attachment C

Reed Setfement Exhibit No 3
6of9

Duke Energy Progress, LLC
PSCSC Docket No. 2022-254-€
Twelve Months Ended December 31, 2021

Reed Exhibit No 3 - and De jon of Rate and Tarift Changes
Description Current Rats |  New TOU Proposed Proposed | Percentage Rationale for Change
with Current Ratewith | Ratewithout | Change
Riders with Riders Riders
(W12022) | Embedded
! Riders™
L lciza]
m Strpet Seqvice idential Subdivisions and Nei thoods) Schedule SLR
273 JOH/1 Sght per 10 customers/7,000 Lumen MV $1.39 = $163 $173 7.3% o recover revenue requirement
274 JOH/1 Bght per 10 customers/B 500 Lumen SV $1.39 - 3163 $173 3% sted o recover revenue requirement
275 JOH/1 Bght per 10 customers/LED 50 $1.40 -~ 3165 $1.68 8% to recover nue requiroment
276 JOH/1 gt per 10 customers/12,000 Lumen SV $152 E 3178 $188 1% o recover revenue requirement
277 [OHI Bght per § customers/7,000 Lumean MY - 22 $342 5% o mcover revenue
278 [OH/1 Bght per 5 customers/9, 500 Lumen SV = 3322 $3.42 5% o recover revenue requirement 1
279 [OH/1 Bght per 5 customers/LED SO - $320 3326 6% lo recover revenue requirement [T
200 |OH/1 Boht per 5 customers/1 2,000 Lumen SV - $357 77 A% lo recover revenue reguirement 1
28 [OHU1 Bght par 3 cuatomera/7,000 Lumen MV - $535 69 6% to recover revenue [I
22 [OH/1 Bght per 3 customern/d 500 Lumen SV . $5.35 3569 6% to recover reverue 1
283 [GHIY ight per 3 customers/LED 50 - 35 $547 % o recover revarwe e
284 JUG/ ighl per 10 customers on wood pole 7,000 lumen - $2 $250 6% o recover revenue s
25 JUG/1 bght per 10 cuslomers on wood pole 9,500 kumen - 32 $2.50 8% {0 recOves revenue 5
288 [UG/1 Bght per 10 customers on wood pole LED 50 - 32 $2.43 6% | to recover revenue requirement
287 JUG/1 lighl per 10 customers on wood pofe 12,000 fumen P 3255 $265 5% to rcover revenua
783 JUG/1 Sight par S customers on wood pole 7,000 tumen - $477 3497 5% {0 recover revenue
29 [UG/1 light par 5 customers on wood pole 8 500 humen - $477 $497 5% 10 recovers reverme
20 [UGT1 boHi per S customers on wood pole LED 50 $475 $e81 &% to recover revene
29 UG/ ight per 5 cust ‘wood pole 12,000 umen - $5.12 $5.32 4% o recover revenue requirement [
292 |UG/1 Bghi per 3 customers on wood pole 7,000 lumen ) 3$7.94 $3.28 5% 10 recover revenue $
20 [UG/1 Bght per 3 customers on wood 9,500 lumen & $784 $828 5%  to recovet nue requirement $
254 [UG/1 Bght per 3 cusiomers on wood pole LED 50 - 3787 3807 8% o recover revenue requirement []
295 JUG/1 ight per 10 customers on fiberglass/metal ©of post 7,000 kumen E 3261 $271 6% o recover revenue requirement ST
2% |UG/1 Bght per 10 customers on fiberg!assimetal pole or post 9,500 kumen b 3261 $271 E% lo recover revenue reguirement 5T
207 JUG/1 Bght per 10 customers on fiberglass/metal pole or post LED S0 b 3262 $265 5% o racaver revenue requirement 1
20 UG/1 Bght per 10 customers on hiberglassimetal pole or post LED 50 Post-Top - $3.49 $352 5% 0 recover revenue requirement 1
25 |UG/1 ight per 10 customers on fiberglass/metal pole o¢ post 12,000 tumen . $276 $2.86 A% o recaver fevenue raquinement 58
0 |UG/1 ight per 8 customers on Aberglass/metalpole of post 7,000 umen . 3429 $4.48 5% 0 recover revanue rquirement 958
301 JUG/T light per B customers on dbergtassimetalipole of post 8,500 umen - $429 $4.46 5% o recoves revenue requirement 958
302 |UG/1 Bght per 8 customers on fibergtassmetalipole or post LED 50 - $4.28 $433 6% lo recover revenue requirement
30 |UG/1 Bght per B customers on fiberglasa/matalipole of post LED 50 Post-Top - $5.70 3575 5% to racover revenue requirsment
304 |UG/1 Bght per 8 customers on Aberglasa/metalpole of post 12,000 humen - $456 $472 5% to recover revanue requirsment [XX)
05 [UG/T Bght per 3 customers on berglasa/metalpole of post 7,000 kumen N $8.65 $9.99 5% o recoves revenue requirement 1917
08 [UG/1 gt per 3 customers on fiberglass/metalpole of post 9,500 kumen $8.65 3869 5% lo recover revanue mquirement 1917
07 [UG/1 Bght per 3 customers on fiberglasa/metalipole or LED 50 $8.67 3877 5% 0 recover revenue []
308 JUG/1 Sght ustomers on fiberglasa/meta¥pole or post LED 50 Post-Top $1158 $11.68 5% {0 recover revenus 3
09 112 humen retrofd adder - 1 per 10 - 3015 $0.15 S.4% {0 recover revanue requimment
310 [12,000 humen reirofd adder - 1 pesr5 - $035 $035 18.7% 0 recover reverue rquirement
311 112,000 humen retrofd adder - 1 per 6 E _3027 3027 17.4% 10 Fecover revenue
12 UG Charge/1 light per 10 customers on wood pole 7,000/12,000 umen - 30.42 $0.42 168.7% o recover revenue requirement
313 JUG Only Charge/1 light per wood pole 7,000/12,000 fumen B 30.79 $0.78 7.9% o recover ravenus raquirement
UG Charge/1 light per 3 customers on wood pols 7,000/12,000 humen 93 3093 7% o recover revenue
s UG Charge/1 light per 10 customers on libergiass/matal pole or post 7,000/12,000 lumen - 3051 $051 8% 10 recover revenue requirement
3¢ UG Charge/1 light per 6 customers on fibergiass/metalipole of post 7,000¢12,000 lumen - 3085 3085 1% 0 recover revanue requirement
37 UG Cha light per 3 customers on fidergiass/metalipole o post 7,000/12,000 lumen - 30.99 3099 5% lo recover revanue mquirement
n UG Charge/1 light per 10 customers on wood pole 5,500 imen - 3056 $058 7% 1o recover revenue requirement
(UG Charge/1 fight per 5 customers on wood pole 9,500 tumen - $107 $107 6% to recover revenue
0 (UG Charge/1 light per 3 customers on wood pole 9,500 lumen = $126 $126 8% lo recover revenue requirement
3n (UG Charge/1 light per 10 customers on fiberglass/metal pole of post 9, lumen - 3071 30.71 3% to recover fevenue requirement
2z (UG Charge/1 light per 8 customers on il isa/met. o 9,500 Jumen $1.03 - $1.21 $121 5% {0 recover revenus requirment
m (UG Charge/1 light per 3 customers on fiberglassimetalipole or post 8,500 men $1.18 - $1.40 $1.40 8% lo recoves revenue requiement
3 UG Cha light per 10 customers on wood pote LED 50 $052 . $061 3061 3% o recoves revenue equigment
35 (UG Chai light per 5 customers on wood pole LED 50 $1.05 N $123 $123 1% o recover revenue requirement
325 [UG Only Charge/1 Iighi per 3 customers on wood pole LED 50 $1.76 - $207 5207 6% | Rate sdjusted Io recoves revanue requirement
37 (UG Charge/1 light per on pole or post LED 50 $0.51 - $0.60 $0.60 6% Rate adjusted to mcover revanue requiroment
38 UG Charge/1 light per on or post LED 50 $085 - $100 $1.00 8% Rate adjusted to racover revanue nequirement
32 UG Charge/1 light per 3 customers on fiberglaswmetalipole of post LED 50 $1.74 . $204 $204 2% | Rate adjusted to recover reverwe
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Attachment C
Reod Setfement Exhit No. 3
Tol9
Duke Energy Progress. LLC
PSCSC Docket No 2022-254-E
Twelve Months Ended December 31, 2021
Reed Sottlement Exhibit No. 3 - Derivation and Description of Rats and Tariff Changes
Description CumentRate | New TOU Proposed Proposed | Percentage Rationale for Change
with Ratawith | Ratewithout | Changs
Riders Riders Riders
5 {W12022) f
Ugarg

7
o Lighting Service Schedule ALS [0
m $10.75 11,69 $12.49 X [All fixture rates are adjusted by the same percen 1o recover nevenue tequirement L |
ko $1287 $1399 $15.02 X Rate sdjusted to recover revenue requirement 59
33 $16.97 $18.45 $20.38 X Rate adjusted lo recover revenue requirement 10
™ $21.30 $23.15 $2581 X Rate adjusted to recover revenue requinment 152 |
£ $2390 32600 $28.85 X Rate adjusted to recover revenue requirement 168
3 $13.38 $14.54 $15.28 ¥ Rate sdjusted to recover revenue requirement a
nr $18.94 $20.59 $22.23 i Rate adjusted to recoves nue mquimment £
s $24.11 32821 $28.54 . Rate adjusted to coves revenue mquirament 133
9 $47.90 $52.07 35854 . Rate sdjusted 10 recover revenue requirement EL
0 $7.03 $7.64 $3.15 . Rate ad to recover revenue requirement 29
) $8.08 $8.76 3997 . Rate ad] o ecover revenue nquirement )
12 3950 31042 316 - Rate ad) 1o recover revonue requirement 5]
M3 $12.13 $13.18 $14.22 5 Rate adjusied nue 58
M $14.44 $15.70 $18.31 K Rato adjusied 14
us $17.86 31951 $22.31 .79 Rate adjusted to recover reveanue requirement 160
us $13.68 $14.87 $18.37 I Rate ad) o recover revenue requirament [
aur 16.23 $17.64 $20.00 X Rate sdjusted to mcover revanue %
us 32485 $27.12 32992 . 74 Rate adjusted to recover reverue requirement 160
uy 327.68 $30.43 $37.1% . Rate 8d) 0 recover fevenue requirement 43
%0 $30.47 $33.12 $39.80 ¥ Rale adjusted lo recover revanue £
» $962 $1048 $10.77 .73 Rate sdjusted to recover revenue requirement
»2 310.95 $11.80 $12.21 . Rate adjusted to recover revenue requirmment
3 $9.89 310.75 $11.19 . Rate adjusted to mcoves revenue mgquimment
3 $11.51 $12.51 $13.12 X Rate adjusted to recover revenue
35 $2028 $22.08 $22.83 Rate sdjusted to recover revenue requirement
k- $15.09 316.40 $17.34 Rate adjusted
w7 $18.75 $20.38 32168 X Rat¢ ad)
»s $5.71 $38.62 34036 . Rate adjusted to recover revenue requirsment
» $22.18 $24.11 $2588 . Rate ad, o recover revenue equirement [
%0 35485 67 $62.15 Rate adjutted to mcovar revenue requirement a
»1 366,67 $72.47 37560 Rate adjusied to recover revemme requirement 1]
»2 $7.60 3826 $8.70 . Rate adjusted to recover revenue requirement
3 $10.83 31177 $12.38 . Rate adjusted to recover nue requirement
4 $18.23 $17.64 31892 X Rate adjusted to recover reverue requirement
8 $16.23 $1764 $1885 . Rate adjusted to recover revenue
bl $390 $424 $424 7% | Rate adjusied to recover reverwe by the same percentage as fxtwe mtos
k4 $518.00 $600.00 $600.00 8% | Rate sdjusted to maich approximate benching work order costs
k- $2.42 $284 $2.84 A% Increased based upon updated cost study
k- 60 updata
I $1203 updstes
n 13.24
n $14.10
n $18.05
n $2168
s 3$34.40
kL $2168
wn $26.47
n $5.00 -
mn 3300 5
3% [Masteipiece Series B Adder $4.15 -
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Attachment C
Reed Setfement Exhitxt No 3
8of9
Duke Energy Progress, LLC
PSCSC Docket No 2022-254-E
Twelve Momhl Endtd Dacermber 31, 2021
Reed ExhibtNo 3- i of Rate and Tanff Changes
Description CumentRate | New TOU | Proposed | Froposed | Percentage ‘Rationale for Change.
with Current Ratewith | Ratswithout | Change
Riders with Riders Riders
" (o12022) | Embedded
f Ridera™
207 brerll

AL 1 1Proposed 5% discount on base rates, excluding riders 1
termittent and Hi Fluctua
HFIL KVA T so40 - 40 T
Large Load Curtaliable
- Biled KW (Block 1) $1.25 $1.20 o match h:nm 1o the LGS-CUR-TOU schedule
~ Biled KW (Block 2) $1.00 $1.03 o match ase o the LGS-CUR-TOU scheduie
~ Billed KW (Biock 3) $1.50 $1.55 0 ratch percentage lnenm he LGS-CUR-TOU scheduie
Standby Usage Charge $040 3041 $041 o match percentage increass b the LGS-CUR-TOU schedule
Load Curtailable Ridar LLC
$55.00 $55.00
(34 90) 34
$146 $1.48
Level 1 Capacity Charge .40 $2.40
m 00

89

Fafure Charge Rate
[Variable Envimnmental Charge (Fuel

’Wl'SmthHlﬂNo.ﬂ

| Split out rates for new LGS Tw periods

S LA EBEEEE

I T chinga proposed I
Economic Redeveloj Rider ERD
I TNo changed proposed I
Suj tary and Non-Firm Shlﬂi Setvica Rider NFS
$50.00 - S5.00 100% Rate adjusted based on updated cos! study
$0.00261 - oosw 00590 126.1% _[No changed proposed
$0.00507 - $0.01180 $001180 1327% [No changed
052% - 052% 0.52% 0.0% [No change proposed, Rate reflects 0.3% gross receipts lax and curend 0. 2202638088% SC.
Regutalory Fee
Sy tary and Fiem Stai Service Rider SS
| 30.84 - $081 3081 8% Rate adjusted based on ated cost shudy
I 052% - l 052% 052% I oom% [No change pmptwed Rate reflects 0 3% groas receipts tax IMNMOWSC
[Regutatn
Ridet SS - licable for Factor of 60% or greater
]__$130 - $298 98 1202% | Rate adjsted based on updated cost study I
254 ¥ 128.0% | Rsle adjusted besed on updated cost shud, |

[Non-Standard Meter Exchange

stod based on updaied cost shudy
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Attachment C
Reed Setfament Exhibit No. 3
909
Duke Energy Progress, LLC
PSCSC Dockat No 2022-254-E
Twelve Months Ended Docember 31. 2021
Reed Setlement Exhibit No. 3 - Derivation and Description of Rate and Tariff Changes
Description CumentRate | New TOU Proposed Proposed | Percentage Rationale for Change
with Current Ratewith | Ratawithout | Change
Riders with Riders Riders.
(W12022) | Embedded
vz
7
=
a7
s
-
“w
“w
w
w
w
s
bl !
447 [Basic Faciibes Charge
443 [Ene es Critical Peak KWh
- KWh
40
st
)

** Represents non-approved rates for the new TOU Perlods that provide equivalent revenue & the spproved rates based on 20 billing determinants
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Duke Energy Progress, LLC
PSCSC Docket No. 2022-254-E
Reed Settlement Exhibit No. 5

Comparison of Annual Average Present and Proposed Rates by Major Schedule
{Includes Annual DSM/EE Rider, EDIT-1 Rider, but excludes Fixed Monthly Rider 39 Charge which is billed at the account level)

Line No. Residential Service Schedule RES

New TOU Present Revenue

€40 | 9bed - 3-452-2Z0T #19%00Q - DSHOS - Wd £2'v 2| Aenuer £20Z - Q314 A'I'IVOINOEI.LS.'B'IB

1 kWh Present Revenue* Equivalent™ Proposed Revenue Percent Increase

2 0 $11.78 $11.78 $11.78 0.0%

3 100 $23.94 $23.90 $25.03 4.6%

4 250 $42.17 $42.07 $44.91 6.5%

5 500 $72.56 $72.36 $78.04 15%

6 750 $102.95 $102.64 $111.16 8.0%

7 1,000 $132.01 $131.60 $142.96 8.3%

8 2,000 $246.90 $246.08 $268.80 8.9%

9 3,000 $361.79 $360.56 $394.64 9.1%
10 4,000 $476.69 $475.05 $520.49 9.2%
1 5,000 $591.58 $589.53 $646.33 9.3%
12 6,000 $706.47 $704.01 $772.17 9.3%
13
14 Residential Service Time of Use R-TOUD

New TOU Present

15 Total kWh On-peak kW*™* Present Revenue* Revenue Equivalent™  Proposed Revenue  Percent Increase
16 0 0 $14.63 $14.63 $14.63 0.0%
17 100 1 $25.41 $24.89 $26.49 4.2%
18 250 1 $40.19 $38.85 $42.63 6.1%
19 500 2 $62.94 $60.22 $67.33 7.0%
20 750 2 $85.91 $81.59 $92.03 7.1%
21 1,000 3 $110.44 $105.81 $120.04 8.7%
22 2,000 5 $201.45 $191.30 $218.84 8.6%
23 3,000 8 $297.26 $282.48 $324.25 9.1%
24 4,000 " $393.06 $373.66 $429.65 9.3%
25 5,000 13 $484.08 $459.14 $528.46 9.2%
26 6,000 16 $579.89 $550.33 $633.86 9.3%
27 Small General Service Schedule SGS
28
29 kWh Present Revenue Proposed Revenue Percent Increase
30 0 $12.34 $14.00 13.5%
31 100 $26.50 $28.71 8.4%
32 250 $47.73 $50.79 6.4%
33 500 $83.12 $87.57 5.4%
34 750 $118.50 $124.36 4.9%
35 1,000 $153.89 $161.14 4.7%
36 2,000 $295.44 $308.28 4.3%
37 3,000 $400.40 $417.39 4.2%
38 4,000 $505.36 $526.49 4.2%
39 5,000 $610.32 $635.60 4.1%

40 6,000 $715.28 $744.70 41%
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Z

Duke Energy Progress, LLC £

PSCSC Docket No. 2022-254-E <

Reed Settlement Exhibit No. 5 m

Comparison of Annual Average Present and Proposed Rates by Major Schedule o

(Includes Annual DSM/EE Rider, EDIT-1 Rider, but excludes Fixed Monthly Rider 39 Charge which is billed at the account level) S

w

41 Medium General Service Schedule MGS §

) 5

<2

43 kWh Billing kW Present Revenue Proposed Revenue Percent Increase ';’

44 0 0 $193.85 $203.75 5.1% )

45 6,000 30 $749.27 $781.44 4.3% o

46 10,000 35 $1,131.05 $1,178.55 4.2% £

47 30,000 75 $3,143.45 $3,271.95 4.1% »

48 50,000 125 $5,224.85 $5437.25 41% %

49 75,000 175 $7.740.35 $8,054.00 4.1% %

50 100,000 250 $10,428.35 $10,850.50 4.0% '

51 150,000 375 $15,631.85 $16,263.75 4.0% g

52 200,000 500 $20,835.35 $21,677.00 4.0% Q

53 300,000 750 $31,242.35 $32,503.50 4.0% %

54 400,000 900 $40,959.35 $42,611.00 4.0% n

55 500,000 999 $50,324.45 $52,351.81 4.0% §

N

56 Small Service Time of Use SGS-TOU (Proposed MGS-TOU) $

57 ':"

iy

New TOU Present e

58 Total kWh On-peak kW*** Present Revenue* Revenue Equivalent™ Proposed Revenue  Percent Increase  ~

59 0 0 $27.85 $27.85 $33.00 18.5% =%

60 100 1 $40.44 $40.65 $46.38 14.7% @
61 250 1 $56.48 $56.65 $63.04 11.6%
62 500 2 $79.39 $79.06 $86.27 8.7%
63 750 2 $102.49 $101.46 $109.50 6.8%
64 1,000 3 $130.22 $130.27 $139.54 7.2%
65 2,000 5 $221.87 $219.89 $232.45 4.8%
66 5,000 13 $518.27 $514.34 $538.44 3.9%
67 10,000 25 $997.97 $988.04 $1,030.26 3.2%
68 30,000 75 $2,938.20 $2,908.43 $3,024.78 2.9%
69 50,000 125 $4,878.43 $4,828.82 $5,019.30 2.9%
70 75,000 175 $7,169.77 $7,069.36 $7,342.15 24%
7 100,000 250 $9,729.02 $9,629.79 $10,005.60 2.8%
72 150,000 375 $14,579.60 $14,430.76 $14,991.90 2.8%
73 200,000 500 $19,430.18 $19,231.74 $19,978.20 2.8%
74 300,000 750 $29,131.35 $28,833.68 $29,950.79 2.8%
75 400,000 900 $37,760.85 $37,156.08 $38,561.02 21%

76 500,000 999 $45,843.80 $44,825.91 $46,476.44 1.4%
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Duke Energy Progress, LLC 2
=
PSCSC Docket No. 2022-254-E <
Reed Settlement Exhibit No. 5 m
Comparison of Annual Average Present and Proposed Rates by Major Schedule .
(Includes Annual DSM/EE Rider, EDIT-1 Rider, but excludes Fixed Monthly Rider 39 Charge which is billed at the account level) S
w
77 Large General Service Schedule LGS §
c
78 3
79 kWh Billing kW Present Revenue Proposed Revenue Percent Increase ’;’
80 0 0 $14,112 $14,420 2.2% [§)
81 300,000 1,000 $33,942 $34,667 2.1% %
82 400,000 1,000 $40,552 $41,416 2.1% =
83 600,000 1,000 $53,772 $54,914 2.1% I
84 750,000 2,500 $84,567 $86,368 2.1% %
85 1,100,000 2,500 $107,702 $109,989 2.1% 8
86 1,500,000 2,500 $134,142 $136,985 2.1% '
87 1,500,000 5,000 $168,942 $172,535 2.1% g
88 2,200,000 5,000 $215,212 $219,778 2.1% %
89 2,900,000 5,000 $261,482 $267,021 2.1% =
90 2,200,000 7,500 $247,512 $252,828 2.1% N
91 3,300,000 7,500 $320,222 $327,067 2.1% ﬁ
92 4,400,000 7,500 $392,932 $401,306 2.1% R
93 2,900,000 10,000 $326,082 $333,121 2.2% .g
94 4,300,000 10,000 $418,622 $427,607 2.1% m
95 5,800,000 10,000 $517,772 $528,842 2.1% .
96 5,800,000 20,000 $636,972 $651,042 2.2% 3
97 8,700,000 20,000 $828,662 $846,763 2.2% g
98 11,600,000 20,000 $1,020,352 $1,042,484 2.2% e
99 14,600,000 50,000 $1,576,252 $1,611,554 2.2% w
100 21,900,000 50,000 $2,058,782 $2,104,231 2.2%
101 29,200,000 50,000 $2,541,312 $2,596,908 2.2%
102 Large Service Time of Use LGS-TOU
103
New TOU Present
104 Total kWh On-peak kW** Present Revenue* Revenue Equivalent™ Proposed Revenue  Percent Increase
105 0 0 $1,502 $1,324 $1,410 -6.1%
106 450,000 1,000 $45,321 $46,757 $48,407 6.8%
107 575,000 1,000 $52,838 $53,774 $55,474 5.0%
108 660,000 1,000 $57,860 $58,545 $60,280 4.2%
109 1,100,000 2,500 $111,483 $115,202 $119,304 7.0%
110 1,460,000 2,500 $133,179 $135,409 $139,658 4.9%
11 1,640,000 2,500 $143,755 $145,513 $149,835 4.2%
112 2,190,000 5,000 $222,162 $229,651 $237,844 71%
13 2,920,000 5,000 $266,166 $270,627 $279,116 4.9%
14 3,285,000 5,000 $287,621 $291,114 $299,752 4.2%
15 4,380,000 10,000 $439,132 $456,488 $472,680 7.6%
116 5,840,000 10,000 $527,141 $538,438 $655,225 5.3%
117 6,570,000 10,000 $570,050 $579.413 $596,497 4.6%
118 8,760,000 20,000 $863,071 $904,127 $935,897 8.4%
119 11,680,000 20,000 $1,039,089 $1,068,027 $1,100,985 6.0%
120 13,140,000 20,000 $1,124,908 $1,149,978 $1,183,530 5.2%
121 21,900,000 50,000 $2,134,891 $2,244,681 $2,323,017 8.8%
122 29,200,000 50,000 $2,574,935 $2,654,432 $2,735,739 6.2%
123 32,850,000 50,000 $2,789,482 $2,859,307 $2,942,099 5.5%

* Represents approved rates with the current TOU Periods

** Represents non-approved rates for the new TOU Periods that provide equivalent revenue to the approved rates based on 2021 billing determinants
*** Represents Billing Determinants used in the old TOU periods.
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1of1
Duke Energy Progress, LLC
PSCSC Docket No. 2022-254-E
Reed Settlement Exhibit No. 7 - Derivation of the EDIT-1 Rider
(A) 8 (c) D} ) (F} G}
Approved EDIT-1 Rate Adjusted Test Year kWh Proposed Changein  Proposed EDIT-1
Rate Class 6/1/2022 Sales Update to EDIT-1 Rider  EDIT-1 Rate 4/1/2023 Rate 4/1/2023
Residential per kit {80.00154) 2,077,782,711 ($8,790,883) (50.00423) (30.00577)
General Service (Small) per ki {$0.00176} 249,818,818 ($1,089,832) {$0.00436) {$0.00612)
General Service (Constant Load) ~ perkwn ($0.00159) 5,783,201 ($22,455) ($0.00388) ($0.00547)
General Service (Medium) perkWh ($0.00030) 1,539,475,264 ($3,257,655) ($0.00212) ($0.00302)
General Service (Large) per kWh ($0.00050) 2,076,468,161 ($2,273,188) ($0.00109) ($0.00159)
Traffic Signal Service perkih ($0.00298) 1,926,224 ($12,016) ($0.00624) ($0.00922)
Outdoor Lighting porkwh ($0.00471) 72,638,710 ($928,158) ($0.01278) ($0.01749)
Sports Field Lighting porkWh ($0.00298) 139,620 ($1,609) ($0.01152) ($0.01450)
Seasonal perkWh ($0.00120) 13,354,534 ($50,022) ($0.00375) ($0.00495)
Total 6,037,387,243 ($16,425,818)
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